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s the wien of public aa private aioe ee become one 
mely low aieice: level of all ee commodities, through which this 


: anc able he Pahl burden of these liabilities ; and 

hh is fact has been recognized in respect of certain international 

epee tas become a practical 1 issue in respect of the public obligations 
ountries ; and 

; no such recognition has as yet been given to the heavy private 

vithin this country, although these, together with the high interest 

revail, constitute just as heavy and impossible a burden to the 


a national and international obligations to the countries con- 
a ¥ 4 


est and most perplexing problems, enhanced during the past years | 


ee ao is one ates 
agriculture and duster, ae as such, 
attention of this Parliament; 2 c 
Therefore be it resolved: That, in the opinion of this Hous 
should give serious and immediate attention to the question o: 
yates within this country, and the possibility of their redu 
of direct action, or by the submission of the entire problem to the 
‘ing Committee on Banking and Commerce, in order that the 
fully enquired into, and, if possible, some solution found. 


Ree | Attest. | ee 
pe ARTHUR BEAUCHES 


Nicholas of Bea nata. us 
Attest. 


Ordered That the name of Mr. Morand be substituted for vt Rs 
Mr. Peck on the said Committee. 3 


oe on the ed Gemini 
Attest. 


ee That the following Bill be raemer to ie said one 
Bill No. 17, An Act to Seen Canadian ee Empl 
Benefit Association, 


- Attest. ee 


eer aon oe the aera he relating i i, 
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“ARTHUR BEAUCHESNE, re 
Clerk of ee: House. 


Turspay, March 7, 1933. 


de ed: That the name of Mr. Speakman be substituted for that of Me ae < 
} the said poamai tice. - REG sa; 


ARTHUR BEAUCHESNE, 
us. Clerk a the House. 


_ REPORTS TO THE HOUSE 


House OF COMMONS, 
Wepnespay, February 22, 1933. 


eis Mutual Benefit Association and to chanes the name to Ukrainian 
Benefit Association of Saint Nicholas of Canada’” and beg leave to 
shat, for the purpose of more accurately definin® the objects of the peti- 
, your Committee has made certain changes in| he preamble of the said 
herwise, the Bill is reported with ae oe > 


R. C. MATTHEWS, 
Chairman. 


See Votes and Proceedings, Tuesday, February 22, 1933, 


papers: ‘and records to be eee with such evidence; 28 


ane 


The noes Standing Committee ‘on. 2B anking - . 
present the following as a 
SECOND REPORT. 


a Vout Committee see duly considered Bill No. 17, An A 
Canadian Railway Employees Mutual Benefit Association an 
_ report the said Bill without amendment. 3 


All of which is respectfully submitted. 


The Select Standing Committee on Banking and Commerce | 
present the following as a tens oe 
aap REPORT. * = ae eS S 


Toronto and has agreed to roper the said Bill with of Bae 
All of which is respectfully submitted. 3 a ee | 
| R. c. “MATTHEWS ae 


Soc OF Commons, — 
‘Turspay, March 1 


Order 64 be suspended in relation ene: 


the House is sitting. ee EG. 
_ All of which is respectfully submitted. : 


‘MINUTES OF PROCEEDINGS 


HOusE OF Commons, 
-Turspay, February 22, 1933. 


The Select. Standing Committee on Banking and Commerce met this pi 
| at 10. 30 a.m. 


Members: present: Messieurs Arthurs, Bowman, Coote, Dorion, Euler, 
UB cion Ganong, Hackett, Hanson (York -Sunbury), Harris, Hurtubise, Irvine, 
Lawson, Matthews, McGibbon, Morand, Pettit, Ralston, Robinson, Spencer, 
Stanley, Sullivan, 22, 


Mr. R. C. Matthews, Chairman, presiding. 
— The Clerk of the Committee read the Orders of Reference. 


: "(The Committee considered Bill No. 23, An Act respecting the Saint 
Eo Mutual Benefit Association). 


~The Commiitee then proceeded to consider the following Resolution, referred 
to. it by the House on February 6, 1933:— 


Proposed Resolution: Whereas; the question of public and private 
‘indebtedness has become one of our greatest and most perplexing 
problems, enhanced during the past years by the extremely low price 
level of all primary commodities, through which this indebtedness must 
be in large part met, and the effect of which has been to double and 
treble the actual burden of these liabilities; and, 
| Whereas; this fact has been recognized in ‘respect of certain inter- 

~ national obligations, and has become a practical issue in respect of the 
_ public obligations of many countries; and, 

_ Whereas; no such recognition hag as yet been given to the heavy 
Noes private indebtedness within this country, although these, together with 
the high interest rates which prevail, constitute just as heavy and 
impossible a burden to the individual, as do national and international 
obligations to the countries concerned; and, 

Whereas; this situation is one of the greatest factors in the present 
economic depression, and is one of the greatest barriers to the financial 
recovery of agriculture and industry, and as such, deserves and commands 
the immediate attention of this parliament; 

Therefore be it Resolved,—That in the opinion of this House, the 
Government should give serious and immediate attention to the question 
of debts and interest rates within this country, and the possibility of their 

reduction, either by way of direct action, or by the submission of the 
entire problem to the Select Standing Committee on Banking and Com- 
merce, in order that the subject may be fully enquired into, and if 
possible, some solution found—-Mr. Speakman. 


On motion of Mr. Hanson: 

Ordered: That a sub-committee composed of the Chairman, Mr. Euler 
and Mr. Coote be appointed to draw up a list of witnesses and the agenda for 
Pata meetings of the Committee at which the above resolution will be under 
_ consideration. 
& vii 


Vill SELECT STANDING COMMI TTEE 


The Chairman had read out the instructions of the Committee of Internal 
Economy on the reporting, by the official Committee Reporters, of matters 
other than evidence, viz: 

The pernbers of the staff of official Bie eS to committees 
of the House are hereby instructed that their duties are limited to the 
reporting of evidence given before such committees. Beyond the mere 
noting of objections raised and the chairman’s ruling thereon, which 
is necessary to render the record intelligible, discussions in committee 
are not to be taken down in shorthand and transcribed. 

It was decided to adhere as closely as possible to the above instructions. — 


Mr. Speakman, by permission of the Committee, was heard on the Resolu- 
tion. He summed up, under ten headings, the various sources from which, in 
his opinion, material germane to this inquiry might be gathered. (A memoran- 
dum setting out these headings is printed herewith as Appendix OAV 


The Committee adjourned to meet at the call of the Chair. 


T. L. McEVOY, 
Clerk of the Committee. 


eel 


Housr or COMMONS, 
Turspay, February 28, 1933. 


The Select Standing Committee on Banking and Commerce met, this a oe 
at 11 a.m. 


Members present: Messieurs Baker, Casgrain, Coote, Dorion, Ernst, Fafard, Ss 
Hackett, Hurtubise, Irvine, Lapointe, Lawson, Mackenzie (Vancouver Centre), | Be 
Matthews, McGibbon, Merdict (St. Henri), Morand, Perley (Qu Appelle), | 
Pettit, Sanderson, Smoke, Spencer, Stanley, 22. | 


(The Committee considered Bill No. 17, An Act to intone Canaan 
Railway Employees Mutual Benefit Association). 


The Committee then proceeded to consider the Resolution proposed by Mr. 
Speakman. ! 


a 
Dr. R. H. Coats, F.S.8., Dominion Statistician, addressed the Committee. Do : 
He spoke of the difficulties involved in gathering most of the information  — 
required under the headings set out in Appendix “A.” He also pointed out ie di 
the impossibility of assembling some of the desired data. 
Ordered: That Dr. Coats prepare, for the use of the Committee, a 
memorandum setting out the main points of his submission. 


dix OB): 


On motion of Mr. Morand: 

Resolved: That the following sub-committee be appointed: Messieurs 
Ernst, Bothwell, Bowman, Lawson and Power; for the purpose of discussing 
with the Law Officers of the Crown the constitutional issues, if any, involved 
in the Resolution and to report to this Committee. 


aoe 
(That memorandum has been prepared and is printed herewith as  Appen- t S 
| 


The Committee adjourned until Tuesday, March 7, at 11 am. 


T. L. McEVOY, 
Clerk of the Commend 


aay House 0 OF Commons, 7 
o : ae “ . - Tunspay, ‘March 7, 1933. 


. Members ore ie eielte ete Palen Bothwell, Coote, Donne 
on, Gagnon, Ganong, Geary, Hackett, Hanson (York- Sunbury), Howard, 
is ee ‘Irvine, Lawson, MacMillan (Saskatoon), Matthews, McGibbon, 
M cler (St. Henri), Morand, Perley (Qu’Appelle), Pettit, Power, Rhodes, 
( AS poke, Spencer, Stanley, Stevens, Vallance.—30. 


A icotiate the various Acts AVR So to the pou of Trade of the City of 
‘oronto.) 


- The Committee then proceeded to ponies the po resolution of Mr. 
& eakman. . 


peu iy: Cherwson, for the subcommittee to which was referred the drafting of 
stions covering the constitutional matters involved in the resolution, reported 
oe 


: Th i is also suggested that these questions be lebraibed: through the proper 
Sistnels to the Attorneys-General of the various provinces, so that the whole 
- field of jurisdiction, envisaged by the questions, may be covered by the replies 
to these questions :— 


Questions re jurisdiction. 


Formulated by subcommittee of Select Standing Committee on Bene 
and, Commerce for submission to:— 

~- 1. Deputy Minister of Justice; 

2. Deputy Minister of are: ; 

= 3. Attorneys-General of the various provinces. 


: Has the Dominion Parliament the power to fix a maximum rate of interest 
which may be charged on loans, et cetera, granted by corporations created 
_ by Dominion statute or letters patent where such corporations were 


(a) previously incorporated; 
(b) to be arog oraued 
‘Has the eae Parliament any power to prescribe the maximum rate of 
~ interest chargeable on loans generally made by 
; (a) persons; 
i (b) corporations 
x created by statute or letters patent other than Dominion? 


Has the Dominion Parliament the power 

i (a) to fix; 

(b) to alter 

S of interest in respect of bills of Sihancs and promissory notes? 


SELECT STANDING COMMITTEE — ae 
4. (a) Has the Dominion Parliament power to enforce reduetion of prineipal : 
of debt in respect of loans made : ee 


i. by corporations incorporated under jurisdiction of the Dominion 


Parliament; 
li. by nCTDODNAGEE incorporated under other jurisdictions; 


il. by individuals; 
(b) If necessary for the determination of the above questions, is any i 
differentiation to be made between loans Rees 
i. secured upon real property; 
i. secured upon personal property; 
iii. without security? 


On motion of Mr. Lawson, seconded by Mr. Spencer:— 7 
Resolved, That report of subcommittee be adopted and that recommendations | 


contained therein be concurred in. 


Discussion followed on the modus operand: of the Committee in respect to 
the calling of witnesses. 

Mr. Speakman, by permission of the Committee, observed that rae was 
keeping in close touch with the Chairman, with the work done by the various 
subcommittees. He had interviewed the Dominion Statistician, Dr. R. H. Coats, 


the Minister of Trade and Commerce, and was satisfied, in view of the immensity _ 
of the field covered by the resolution, that the matter thereof was peas dealt : a 
; bie 


with expeditiously. ae 
The Committee adjourned to meet at the call of the Chair. is 


T. L. McEVOY, ) : 
Clerk of the Committee. = \_ 


Tunspay, March 14, 1933. : A a 


The Select Standing Committee on Banking and Commerce met this day 
at 11 a.m. 


Members present: Messieurs Baker, Bothwell, Bowman, Casgrain, Donnelly, tes 
Dorion, Ernst, Euler, Gagnon, Ganong, Geary, Hackett, Harris, Hurtubise, 
Irvine, Lawson, Mackenzie (Vancouver Centre), MacMillan (Saskatoon) 
Matthews, McGibbon, McPhee, Morand, Pettit, Power, Raymond, Rove Dae 
Sanderson, Smoke, Speakman, Spencer, Stanley, White (Mount Royal) —3l- ee 


Mr. R. C. Matthews, Chairman, presiding. 


The Chairman read a letter received from W. Stuart Edwards, Esq., K.C., 
Deputy Minister of Justice, intimating that Mr. F. P. Varcoe, Senior Advisory — 
Counsel of the Department of Justice, will attend upon the Committee, at any 
time the Committee may fix, in substitution for the Deputy Minister, 


ro. 


> A use recommending. ny ee: ee . 
th © members of the Committee and - sa eS 


ee - 


Pam oe 
oe 


the hones report to the Coe recommending that it 
e an to sit while the House is sitting. 


Ds a Coats, F.S.S., Dominion Statistician, was called, sworn and 


Debi of Eada Dominion, Provincial & Municip in 1932. si (Printed - 
as ae eae | Mee 


ae Committee adjourned to meet on Thursday, March 16, at ll am. 


T. L: McEVOY,. 
Clerk of the Committee. 


amet 
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MINUTES OF EVIDENCE 


The Select Standing Committee on Banking and Commerce met at 11 
o’clock, a.m., Mr. R. C. Matthews presiding. 


The CHarrMAN: At the last meeting, at which Dr. Coats was present, we 


asked him to prepare a memorandum covering questions raised by Mr. Speak- 


man’s resolution. Dr. Coats has prepared such a memorandum, and it will be 
distributed to the members of the committee. After the memorandum is 
distributed, Dr. Coats will proceed to discuss the public debt of Canada, on 
which he has prepared complete details. 


Dr. R. H. Coats, called and sworn. 


Mr. Chairman and gentlemen, in pursuance of your instructions to me at 
your last meeting, I have drawn up this memorandum, covering very much 
the same ground that was covered at our previous meeting. I do not know that 
I can add, in any way, to this memorandum on the particular point of view 
that was given to me to deal with. Perhaps if the members could look it over 
and ask me .any question pertaining to any particular point, it would be the 
best way to proceed. J do not think it is necessary for me to read it. 
The CHamrMAN: Are there any questions on this memorandum before we 
proceed? 
By Mr. Bothwell: ; 
_ Q. I should like to ask a question in connection with appendix one. In 
~ appendix one I find the following statement: “gross direct liabilities of provinces, 
fiscal years ended in 1932, $1,363,382,464.” Have you, Dr. Coats, any record 
of the net liability of the provinces?—A. Might I suggest that that appendix is 
really not germane to this particular memorandum, which is a memorandum 
dealing with the general field to be investigated. That appendix is repeated 
in the memorandum on the public debt of Canada, which I propose to submit 
on question one. If you will look on page one of the memorandum, you will 
find the first question asked is this; ‘Amount of debt, under various classifica- 
tions, public and private, and the total of the whole.” I have a statement of the 
public debt. of Canada which is, of course, much more complete than this 
_ particular appendix, which was more or less thrown in by way of illustration. 


By Hon. Mr. Euler: 

Q. Dr. Coats, in appendix one, do you include the whole of the debt on 
account of the Canadian National Railways?--A. Again, we are coming’ to 
that in a moment, Mr. Euler; but it has been, yes. Gentlemen, the Chairman 
suggests I might explain again exactly what this memorandum is. At the last 
meeting, or the first meeting, of the committee at which I was asked to attend, 
some ten questions were submitted, and I was asked to state as distinctly as 
possible just what data were available under each of those ten headings, or 
were not available, and what was involved in making them available. I dealt 
with them conversationally with the committee before, and I was then asked to 
reduce them to draft form, which I did, and which form is represented in this 
memorandum (Appendix B). It is largely a memorandum of sources of 
material, and the possible procedure towards enlarging those sources. 


-_ 


2 SELECT STANDING COMMITTEE Py ee 


Mr. Moranp: Are we going , deal with No. 1 first, ee oe go on  withonk= 
questioning at this time? Why not go on with No. 1, and by that tame we e might 


have questions to ask on No. 2 and No. 3 as we come to them. 

The CuamMaNn: I am prepared to go on with No. 1 as soon as the 
committee has satisfied itself in regard to the questions on this memorandum. 
Gentlemen, we shall proceed with the memorandum on the public . debt of 


Canada in 1932. This memorandum (Appendix “C”) has been prepared by the © 


Bureau of Statistics under Dr. Coats. It is a piece of work that has been well 


done; it gives in detail a great amount of information, and I am now going to 


have it distributed to the committee, and Dr. Coats will then proceed to read — 
his memorandum and explain as he. proceeds. After that, the committee will 
have an opportunity to ask questions of Dr. Coats. 

The CHAIRMAN: Has everyone a copy? All right, Doctor Coats, you. may 
proceed. 

Doctor Coats: Gentlemen, I do a think this memorandum requires a 
statement from me, or can be added to very materially, as it is essentially a 
statement of detail. It is simply an assembly of the main figures of the public 
debt of Canada, dominion, provincial and municipal. You will find the sum- 


mary set out in Table “1” on page 3. It shows the grand total, an amount 


something like six and a half billion. That is followed first by three state- 
ments covering dominion finance, the first of these three being the balance 
sheet of the Dominion, and the second being a statement of the funded debt 
of the Dominion, and the third being the guaranteed debt, showing country in 
which the principal and interest are payable. . That is followed by a statement 
of the provincial debt, by items, on page 9, and with explanatory notes on pages 
10 and 11; and, finally, a summary of the outstanding debt of the municipalities 


throughout Canada. I do not think that there is any explanation needed, in a 


so far as I know, in addition to the two or three pages of opening comment, 
and the notes that are appended to the several tables. ‘The birds-eye ae 
as I said, is given on page three. : 


Hon. Mr, Evter: May I make a suggestion, Mr. Chairman. I would — a 


suggest that we proceed here, much as we would with a bill, taking it up clause 
by clause, and as these are read—perhaps you don’t want to read each one 


completely—the members probably would feel disposed to ask questions Ons 


which Doctor Coats would give information. 


The CHatrMAN: Doctor Coats is making some preliminary remarks, but 
that is his intention, to proceed just in the way you mentioned. 


Doctor Coats: The table, I should say you would start with in that case, s ‘3 re, 


would be Table “2”. 

The CHAIRMAN: Doctor Coats, I would SUBBERY you read the gee 
paragraphs. 

Doctor Coats: Very well. I shall read, then, the introductory renee 


Statistics of the aggregate public debt of Canada, its provinces and — 

+ Municipalities are given in as complete form as possible for the latest 

available date in the following tables. Certain explanations regarding 
these tables are therefore in order. 

Net Debt of Canada: The first item in the summary Table “1 ” ig 

the net debt of Canada, which is the gross debt of Canada less the 


active assets which are largely either cash assets or are advances to 


parliament that are shown in the Public Accounts of those provinces as 
liabilities and therefore are properly charged against the gross debt of 


the Dominion to arrive at the net debt. Further details indicating how 


the net debt is arrived at are given in the balance sheet of— Canada as 
at March 31, 1932, reproduced at Table “2”. 2 


That is the significance of Table “2”. 


"BANKING AND COMMERCE — 3 


i Soc 
Se 
ao aks 


Me. SWretiea (Mount Royal): Mr. Chairman, may I ask Dotter Coats a 
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“get to clear up a doubt that has been in my mind for a very long time. 


The debt of the Canadian National Railway is a debt of the Dominion of 
_ Canada, whatever name you may choose to call it. Now, in this statement on 


- Page 3, the net debt of Canada is set forth as $2,375,000 000. Then you come 


=. to-the guaranteed debt, which, including the guarantee of interest only, amounts 
~ roughly to $1,000,000 000, making a total of $3,375,000,000, as the debt of the 
~ Dominion, direct and indirect, through our ouarantees. What I desire to learn 

is this: Does that figure of $3, 375,000,000 ‘tnclude the total debt of Canada, 


including its whole liability on account of the Canadian National Railways? 


Dr. Coats: I will ask Dr. ARS who has prepared this statement, 
to answer. 


Dr. Cupmore: In making this satcnene we proceeded on the—we took 


the figures as given by the Finance Department in the Public Accounts. I 
_ believe there are some bonds of the Canadian National Railways, or its con- 
- stituent companies, which are not technically guaranteed by the government 
of Canada. 


Mr. Wuire: But they are a liability on Canada. 
Mr. Hackett: Indirectly, only. 
| Mr. Wuitr: Everything in connection with the railway is liability on 
Canada. : 
Mr. Hacxetr: Not directly, contractually only. 
- Mr. Harris: They are mortgaged. 
Mr. Wuire: It is a lability. 
Mr. Moranp: Sure it is a liability on the ie and we hold the second 
mortgage. 
Mr. Wuite: If, for instance, you turn to the annual report of the Canadian 
National Railway, you will find the lability of that described; so many bonds 


in the hands of the public, such and such an amount owing to the Dominion of 


Canada. Now, that amount owing to the Dominion of Canada appears again 


in the debt of the Dominion, because it represents expenditures made upon rail- 


ways from confederation down, beginning with the Intercolonial. All the moneys 
paid out directly by the Dominion of Canada will appear in the public debt of 
the country, but you get a large portion of that amount again in the annual 
report of the Canadian National Railways, and my belief is that an amount— 
it may be a billion dollars, somewhere in that neighbourhood—appears twice; 
first of all, in the statement of the Dominion debt, and then in the statement of 
debt of the Canadian National Railw ays. “Phat ‘amount should be eliminated 


from one or other of those accounts, when you seek to ascertain the real debt 


of the Dominion of Canada, including that arising from the railway. 

Dr. CupMorE: If you look at Appendix “C”, Table “2” on page 4, gentle- 
‘men, you will see that there is a large amount of non-active assets of the ‘Domin- 
ion, railway accounts (old), railway accounts (loans non-active). Now, that 


os 748 taken care of; you may remember in the public accounts before 1920, all 


ip those old railway investments—an investment, for example in the Intercolonial 
was charged off against the gross debt in an endeavour to arrive at the net debt. 


Sir Henry Drayton, then Minister of Finance, changed that practice and no 
longer included the investment in the Intercolonial or the investment in canals. 


Mr. Wuite: As an active asset? 
_ Dr. CupMore: As‘an active asset. And since that, his procedure has been 
followed down to the present time. 


- Mr. Hacxert: That is not an answer, as I understood Mr. White’s ques- 
tion. I understood him to ask if any portion of the debt of the Canadian National 


aeAys: ick is “guaranteed 


of the National railway I mean, inckuded 4 in that first item, net debt. of 


but in the hands of the public, to the extent of $1,000,000 ,000, ae 


we are, as to our aun debt. 


_ page 4, liabilities are in the list amounting to $2,831,000,000. Amongst. th 


Py 


statement of debt of ei See 
Dr. Coats: ‘Yes. 


TO ceene ee 
Mr. SANDERSON : Let us eae a cae answer. Sone 
Hon. Mr. Evier: Doctor Cudmore, is any part of the rales inc eb 


old railways’ account being transferred to non-active assets. 


Hon. Mr. Ever: Well, I am speaking of debts. Is that $2; 375, 000, he | 
debt entirely on issues of federal bonds for federal purposes only, without hav- 
ing anything whatsoever to do with the National railways? : 


Dr. CupMoRE: Yes. 
An Hon. De tae No. 


railways. eae 
Dr. CUDMORE: res that 1 is what I mean to say. 


debt of Canada. 
Dr. CupMorE: Yes. 
Hon. Mr. Evuer: Not in the way of railway securities at all. 
Dr. CupmorE: No. 


Mr. Geary: Advances to. government railways would be included 
because that is the money was raised. 


you turn to the report of the Canadian National falas ae you. wou f 


one 


that there are bonds in the hands of the public, not in the Dominion Treasury, © 


Now, what I want to ascertain is this, is the total ee of the Domini 


Mr. Bowman: Is it not a fact— ie ; 
The CHAIRMAN: Order. Let us get an answer from Doctor Cudmore. 


Dr. CupMore: The figures, as we haye them here, are figures of. the 1 
Department. I have always thought it rather unfortunate that th 
these have to be taken as final. 


Mr. Harris: Exclusive of the amount of the railway. 
Mr. Geary: With regard to the question asked by Mr. White, turning 


$2,502 000 000 of funded debt. Those are all the bonds, ie called, 
Dominion ‘that are outstanding; is that true? 


Dr. CupMorE: Yes, eee co Hag 
Mr. Gary: Yes, of the Dominion. Some of hat money was raise 


haps not to the extent of the whole $1,000,000,000 that Mr. White 
but some of it was raised for the purpose of financing one ‘a Re, 
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seks ite Ee nicoue. ee = : 

ne Geary: So it is quite possible, if the funds raised to finance $1, 000, - 
“ei - 000, ,000 to the railways happened to be long term bonds still outstanding, they 
nae a would all be in that $2. 502,000,000, would they not? 


tee Dr. CupmoreE: No, sir, I think not. 

Ret ; Mr. Geary: Why nee 

—__Dr. Cupmore: The $2,502,000,000 of funded debt, the details of which are 
a given in Table “3”, were raised directly for direct Dominion purposes. 

a - Mr. Geary: Certainly. 

Bae Dr. CupmMore: And, in addition to that, there are the guarantees. 


Mr. Geary: Oh, no, I think you are mistaken. The Dominion advanced 
certain moneys for the building of the Intercolonial Railway. 


Ue eae © 
Rates. 
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ae Mr. Hacxerr: Something of that was raised by taxes. 

Boe: Mr. Geary: No, there were great sums of money advanced to the different 
ae railways. 

_._Mr, Stanuey: The Hudson Bay Railway. 

— Mr. Geary: I don’t know what they are. It amounted to $1,000,000,000. 
oe That money was raised by debentures, was it not, of the Dominion of Canada? 
= Mr; Wuire: No. 

ee — Mr. Hackerr: No. 


Dr. Cupmore: Yes. 

Mr. Wuire: In the $1,000,000,000 that I spoke of, they were direct issues 

Soe of the Canadian National Railways. 

: Mr. Grary: I am not referring to those. It just happens the bulletin is — 

the same, as a matter of fact. Is that not true? 

ee Dr. CupMors: It is quite true, I think that some of the different loans that 

went into the building of the Intercolonial are still included in the funded debt 

i= “of Canada. 

x: Mr. Geary: Yes, that is so. If you will look in the non-active assets 

(railway accounts old), $88,000,000, that money was raised on debentures of 

the Dominion of Canada, was it not? 

— Dr. Cupmorz: Yes, sir. 

Mr. Hackett: Some of it, and some by taxation. 
Mr. Geary: Well, now, I don’t know—maybe some part of it. 

Dr. CupMorE: Our pre-war debt, I remember, on March 31, 1914, the total 
debt, the net debt of Canada, was about ‘$336,000,000, and practically the whole 
debt as it existed at that time, and more or less remains to the present, had 

- been.invested either in the government railways, the Intercolonial, or the National 

Transcontinental, or in our canal systems. The assets represented by that are 

now transferred, or were, in 1920, transferred to non-active assets; but the 

ae obligations, of course, remain. 

«Mr. Geary: The obligations are two and a half thousand million dollars, 

are they not? 

* Dr. CupMorE: Yes. 

_ Dr. McGrszon: I am afraid I am getting more muddled all the time. We 

hada debt, at the time of the war, of $330,000,000. I understand that we 

raised about $1,700,000,000 in the war. 
meee on. Vir, t.0LER: Hear, hear. 

ae Dr. McGiszon: That makes it $2,000,000,000. It would not be possible to 
include another million in the railway, either to the debt or what we had ad- 

vanced, in the $2,300,000,00. Now, a lot of these railways were paid for out 

of revenue. I think the Transcontinental was paid for out of revenue. 


: rox aS . =F 
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Mr. Geary: What do you mean by rovomaee 


Dr. McGtppon: I don’t think there were many Hons Ge on ee Wines 
to Moncton; it cost $170,000,000. I do not think very much was in bonds. The 


country has $406 ,000,000 invested in railways. Now, does that $406,000,000 
include the railways previously owned by the country, like the Intercolonial, 
the Winnipeg to Moncton? There must be overlapping in these figures. 


charge. 


Dr. McGisson: That was money advanced. Bede that the $406, 000, 000, . : 


Mr. Hacxert: $606,000,000 that were never paid; that is only the Bao) , 


as I understood it, was money that the government put into railways they es - Z | 
built. The sovernment built the Winnipeg to Moncton, not by private contract. 


In addition to that, the government loaned the country six hundred and three, 
or four, or five, million, and on that there is three or four million interest, 
which brings it up to a total of $1,300,000,000. 


Mr. Wuire: Mr. Chairman, to bring this little discussion to a Be. oe 


I hope, I would ask through you, that Doctor Coats prepare a statement for 


the benefit of the Committee, showing the total lability of the Dominion of — 


Canada, gross liability. Never mind the assets. We will look after the assets. 
The gross liability of the Dominion of Canada, including that arising out of 


the Canadian National Railways. Then we will ‘know where we are as to debt. a 


Mr. Hacxerr: That is direct and indirect. 
Mr. Wuirte: Gross liability of the Dominion of Canada, at a . recent date 


including those arising out of the Canadian National Railway. I have never 


been able to ascertain that. These gentlemen don’t know it now, apparently. 


Mr. Wurre: The guarantee upon a security issued by the Canadian — = 
National Railway, is a direct liability of the Dominion of Canada. We Uo a ae 


get away from that. 


Mr. Lawson: No unfortunately, if my friend Mr. White will Senne me, io i 
ask Doctor Coats to prepare what. he is asking for, will not get him what. ese 


wants. When he says he wants the gross liabilities of Canada, and ‘Doctor 


Coats prepares him that statement, Doctor Coats will not include, in that, con- 
tingent liabilities. There is no liability of Canada on bonds guaranteed j in the om 


Canadian National Railways. 
Mr. Wuirr: Who owns the Canadian National Railway? 
Mr. Lawson: Just a minute, I was speaking from a legal standpoint. - 
Mr. Wuirr: I am speaking from a business standpoint. 


Mr. Lawson: And obviously that is what Doctor Coats will have to follow: - me 


There is no liability upon Canada in respect of the guaranteed bonds of the 


Canadian National Railway, until there is default in respect of those bonds as = ae 
by the Canadian National Railway. When there is a default by the Canadian  =—«— 
National Railway, then it becomes a perio s of Canada. Oe , Just a | See 


The CHAIRMAN: Order. 


Mr. Lawson: If those doctors and soforth would not be so fae ahead oe. 


lawyers in trying to express legal opinion, we: would get on better. To the 
extent only that there is default does it become a direct liability of Canada. — 


Now, I think what my good friend Mr. White wants Doctor Coats to prepare is 


a statement of the gross liabilities of the Dominion of Canada, that will show 


direct liability, plus a statement of Canada’s contingent liabilities. I think if — a 


he gets those two things, less whatever are active assets—less a valuation on the 
assets of the Canadian National Railway,—he will get the net liability of 
Canada, and that is the only way he will get it. 


Dr. Coats: I think that is what we were trying to do in 1 this statement bE eee 
you turn to Table “4”, you will find there a categorical statement of the ee 


+ 


‘Coats: ips ji one “Ory. 
Bowman: In answer to Mr. White’s question, I Hanke the figures are 
clear, as they are particularly set out in this statement. You ‘take the 
“submitted to the House by the Minister of Railways and Canals, and 
then take the non-active assets as shown in page 4, and I think we have just 
at, Mr. White is asking. On page 4 the debt is shown as $2,375,000,000, in 
ich is included direct advances to the railways. amounting to something 
over a billion. On top of that $2,375,000,000 there is another $1,280,000,000 
which the Dominion of Canada has ouaranteed on bonds and the debentures of 
| the railways, the Canadian National Railways, which are held by the public. 
Se Mr. Baker: Where do you get that $1,280,000,000? 
se Mr. Bowman: It is shown in this statement. 
ee Dr. McGipzon: It can’t be in this. Page 4 only shows. $753,000,000. 
Mr. Bowman: Page 4 shows in detail, shows for Public Works, $441 000,000. 
_ Mr. Lawson: Look at the note at the bottom of page 4. ~ 


_ Mr. Bowman: There is $441,933,000. A little further down it shows railway 
count, non-active, $614,000,000. ‘Now, on top of that $2,375,000,000 as I 
derstand it, there 1s another $1,280, 000 000 in various bonds and debentures 
Id by the public, for which the government has given its guarantee. That is 
> situation, as I understand it. 

__Mr. Lawson: May I just say a word there, and I think I can satisfy Mr. 
“Bowman. That point is the government has not guaranteed another 
_ $1,200,000,000. e ae 
Mr. Wutre: Yes, $1,280,000,000. You are wrong. 

Bei ‘Mr. Lawson: I may be wrong in my figures, but I am accepting those of 
: the Bureau of Statistics for the moment, and I am inclined to think that. they 
are right—they are pretty accurate, those fellows. If you will look at the note 
t the bottom of page 4, that is Table 2”, the Bureau sets out there that in 
dition to the above fioures, (that is, in addition to the $2,375,000,000) the 
Dominion of Canda, you will notice they say, 1s responsible for, (that is their 
na contingent suarantee) another $753,000,000. Now, that is the ouaranteed bonded 
indebtedness of the Canadian National Railways. I am just taking the note 
at the bottom of page 4. In addition to that $753,000,000, there are bonds of » 
_ the Canadian National Railway outstanding which the Bureau of Statistics have 
not included, because there is no liability of the Dominion on them, either direct 
or indirect, or contingent. 

Dr. McGisson: But we own the road. 

- # Mr. Lawson: But because the Dominion of Canada must at some _lime 


y What ‘Mr. con has Said sist earries at my idea. ae that besides the 
| $753, 000,000 that is shown at the bottom of page 4, there is another $500,000,000. 
Mr. Lawson: Right. 

_- -Mr. Bowman: The total amount is what I have said, $1,280 odd million 
ad dollars of various bonds and debentures held by the public and which we, as 
Ba ee eter! se must pay, if we are to continue to carry the Canadian National 


Mr. Caen “Right. > 

Mr. BowMAN: I agree ee tee pat the 
get to Mr. White’s inquiry was that on top of the $2,375 
on page 4, there is another $1,280,000,000 of bonds and d 
public, ‘part of which seven hundred odd million we are dire 
the other part of which is held by the co upon whi Ww 
liable. an 


is taken font the Sad accounts, an they do not ralae in Bee 
to the securities whose interest only is guaranteed. T he total guara ay € 
of Canada is given at Table i on yee 8 Cae BG interest 3 


Trunk securities. eee 
Mr. Moore: Perpetual Stock. ee 
Dr. CupMore: Making almost exactly $1,000, 000 ,000. 
Mr. Geary: Guaranteed as to principal— — 

Dr. Cupmore: No. Le 
Mr. Geary: I mean principal of the aa Poses 
Dr. CupmMore: Yes, total guarantee, 784 and 216. tae < 
Mr. Hackett: interest is guaranteed in perpetuity. — oe 
Mr. Moore: Might just as well guarantee the principal. — pe 
. Geary: Have you any idea how much there is’ ending 


Mr. oe About $300,000 000. 


Mr. Geary: Have you any idea, Dr. Coats? As that shown 
statement? 


Dr. Cupmore: No, that is not cho in the statement. Tt wi | 
care of in our Lae statement re bee bonds, ; ‘ 


to have it es ao 
Mr. Wuite: I have it now, the debt of Canada is comoned ar the a ir 


have no Pee foe qusrantecing the bonds of the railway, 
that railway. Be 


Dr: tie eee Hear, hear. 


debt of Canada. The fourth ony is bonds issued by one ‘or other i onl 
pany, which do not bear the guarantee of Canada, either as to } se ipal 
est, but for which the Peoe of Canada may be hable. ee eee 


statement also, lune with this, of all bond indebtedness in. eee : 
private corporations, would not that include any bonds that. are owing: 
which the government is not directly responsible? — | : 


The CHAIRMAN: Yes. ype 


Hon. Mr. Evurr: Mr. Chairman, I am neither a Tans nor a loc 
I should like to ask Dr. Coats, or Dr. Cudmore, whether this would | “ 


ways: first the direct debt of 82.375,846,172, the pik item on the : 
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2 the other t = ‘items, which, together, amount to about a billion dollars, plus the 


debt which is owed by the National Railways, but is not guaranteed, ‘either as 
ee principal or interest by the government of Canada, and which I think, amounts 
~ to $300,000,000 and which we may as well say is also a debt of Canada, This 
Be: atten would make a total sum of about thirty-six or thirty-seven hundred 

bs millions of dollars. .Would not that about represent what we owe on account of 
the national debt, plus the debt we owe on the National Railways; is that 
correct 

Some hon. MEMBERS: Yes. 


= _Dr. Coats: Of course, the Department of Finance never admits liability’ 
‘9 the $300,000,000 vou mentioned. 


Mr. Lawson: It cannot, because no auditor will allow it. 


a Hon. Mr. Ever: They do not pay, either. As a matter of fact, I think 
3 Mr. Chairman, if I may say so, I do not think the government does intend to 
_ pay interest on some bonds which were not guaranteed by the government. I 
have in mind just one small road, the Toronto and Suburban Road, which I 
_ think issued about two billion dollars worth of bonds. They were not guaranteed 
_by the government at all. The interest has fallen due, and is in default, and 
it looks as if the government is not going to recognize it. For my part, which 
is just an expression of opinion for what it is worth, it seems to me a subsidiary 
road, such as the Toronto Suburban—and there may be others—which has been 
acquired by the Canadian National Railways, is certainly a liability so far as 
the government of Canada is concerned. 

Mr. Power: They do not look upon it as such. 

Hon. Mr. Euter: They do not, but I think they should. 
— Mr. Hacxerr: This $300,000,000 was used for equipment. 
_ Mr. Geary: The road has been abandoned. 

-. Mr. Power: In looking over those liabilities, I find, “Interest, guaranteed 
securities, guaranteed as to principal and interest for various harbour com- 
missions.’ 

The CuairMan: On which page is that? 
_ Mr. Power: On page 8, part of table four (Appendix “C”). I wonder what 
_ the situation would be in a ease like this: the Quebec Harbour Commission owes 
~ to the public something like half a million dollars, which is a very small amount 
rae compared with what it owes to the Federal Government, But it is a first mort- 
_ gage, and if the public ever wanted to exercise that mortgage, I suppose the 
government of Canada would be liable in order to protect their equity in the 
a property, and that situation must exist in a great many other cases. I think 
- it is bound to know that, because there is a first mortgage on all the properties 
of the Quebec Harbour Commission. The Quebec Harbour Commission owes 
this” government something like $20,000,000 roughly. There is certainly an 
indirect liability on the government to protect its equity. by paying up that 
$500,000, which is a first mortgage. I do not see anything of ‘that here; and 
sae: same situation may exist in Montreal or in Vancouver. 
.. Dr. Cupmore: [| think sir, you will find that all those items are taken care 
Rs cot in the non-active assets of the Dominion, on page four. 
Mr. Powrr: Not a liability to the Crown at all? It is a liability to the 
~ public. The bonds are in the hands of the insurance companies. The bonds 
_ were issued by the Harbour Commission a number of years ago before the Fed- 

eral. government started backing those national ports, and, insofar as the gov- 
ernment is concerned; I do not suppose they know about it, except they may 
have to pay interest. 

Mr. Hackett: Your point is, if they stop paying interest, 


ee ogre 


nftcy 
oe 
ape 
sr 
y 


Canadian National is concerned, is Nee a it nae 
Mr, HACKETT: It is not ours at all. 
Mr. Power: Corporate debts, the same as “any other, 
Mr. Lawson: Under corporate debts. 
Mr. Powrr: It is not even a contingent lability. 
Mr. Prertey (Qu’Appelle): It is a matter of policy. 


Dr. Coats: I should We like to say this: it is simply a matter oi 
ine the data. we had, in | regia statement, intended to nee ) 


committee at fe same ie. ea 
The CHAIRMAN: I am going to ask Dr. Coa to nae that state 
again. J do wish some members would DES order, and noe Co on 
discussion. SS 
Dr. Coats: It is simply a matter. of definition: We did nae go over th 
whole field. We had regarded bonds, such as have been mentioned soe A ~ 


eee < private denis. 
matter of opinion, I suppose, a ae law. 

Mr. Irvine: So far as the people are concerned, nee ee to pay, 
ever paid, so what is s the difference He us, In this ee 


like to get some hae on — “What. is ee by each ‘item 


a Dr.. CupmMore: The details are in the public accounts, and if y 
consult the total of the balance sheet in the public accounts you 
references there to schedule so and so, where these items are explained 
But I might say, I think the first item “public accounts, railways,” | 
the cost of the Intercolonial and the National Transcontinental, and 
old government railways. ee 


Mr. Power: What is “railway accounts (old)”’? 
Dr. CupMorE: I am afraid I cannot explain that. 


Hon. Mr. Macxrnzizr: Mr. Bennett’s speech on the padgee of. 1 
it quite clear. It is as follows: “First, there are loans and advances | 
various enterprises which are not presently realizable, yield. no di et 
_ the treasury, and in the presentation of the accounts: are treated’ « 
These total $673,000,000 the chief of which are $614,000,000 to the ¢ 
~ National Railways, $15, 500, 000 to the Canadian National Steamships, 24 
000 to the Quebec Harbour Commission and $16,600 000 ‘Soldier: Land 
‘ment loans. 
“The second division is comprised of the agerevate of capital exp 
_ made on canals, railways, public buildings and harbour and river impr 
which total $027, 300 000. pe: item of eae 000,000 is. aes 


history ie the country, ihe et of which were by ronieteeii a 
certain railway companies, hon. members will recall the transactio 
to them during the Grand. Trunk arbitration.” 


h rtly ae ie war. 
Bowman: For what purpose? 

on. Mr. Ever: Do you regard those as aCe peeeie 

Ar. Hackett: Have they made payments on account? 

Dr. Cupmore: Greece has. | Ke 
cae EULER: es pee been none On Roumania. es, are still 


eS: TRvINE: I ae not think we are interested in this, Mr. Chairman. 


Hon. Mr. Evuter: We want to know what the active assets are, because it 
Ee the net debt. If those assets are no good, our net liabilities are much 


r. Irvine: The net liability would have to be total eee of all the 
nadian people. 


r, SPENCER: Mr. Channa on rave. four, under the heading of liabilities 


7.” May I ask what that is? 

_ Mr. Hacxerr: That is seed grain furnished to ae Wiest 

Mr. Spencer: How could it be a liability to the Dominion government? 
‘Mr. Hacxerr: They hope to get it back some day. 

oo, CupmMorE: I am oe I cannot give you that, but I can eet it for 


Dr. cons Se 
a ams You do not ey how eh the onan) amount advanced 


ee Pe: Cupmors: I might say the details of those are in the public accounts, 
but I believe the original loans were in the neighbourhood of between eighty 
and ninety millions of dollars, and the Land Settlement Board is really the 
authority on all the payments that have been made. This professes only to 
ve the amount due as an active asset on March 31, 1932. 

$c Hon. Mr. Evier: On which interest: is being sees I should like to ask 
| a estion on another item, advances to provinces and banks, etc., $173,183,733, 
h is a pretty large sum. Can you divide that and tell me ‘how much of 
‘was owing by the provinces? 

Dr. Cupmore: The details are in the public accounts, Sees am if 
can get a copy of the public accounts, I can tell you. 

Hon. Mr. Evuer: I thought you could tell me approximately how much 
v1 ng to the provinces, and so forth. If you cannot do that, it is all right. 


I r. Cupmorw: I cannot at the moment. 
on. Mr. Evrer: I do not expect you to remember all the details. 


he Dominion Government, I find the following: fy Province accounts, $9,623,- 


* 


tion along that line. If there are no other questions: on publie de 


mean that that was up to date? Or only Seu to the ee 


payable, per year, on our direct indebtedness? 


nforneten: Wenn. to get. ae debts S 
to know, but I do not think this is the prope 


The CramMan: Are there any other. ‘question al ard 
that is what we are really after. I would suggest that at 
Thursday, we should discuss the question of private debts, and 


I would suggest that we might adjourn— 
_-~Mr. Irvine: I move that. __ Pha gene 
~The CHatrMan: Until Thursday. ‘ oer Set ae 


Mr. Srantey: In regard to the memories there are e items 
that should be explained. For instance, Dr. Coats, take page 11: 
we come to the a ee of the so Os 


so on. areas is a lot of cui ition that tele hae a “value from the 
of finding out our condition, financially speaking. 2 ; 


Mr. McGipson: Mr. Chairman, may we expect an answer to \ 
question about the finances of the province, etc? 


The CuarrMan: If it is in the public accounts. 


Dr. CupMorE: On page 8 of the public accounts, for 1932, he 
pr oeces for ee loans given as. npn kean 187.72, and the. adva 


183; 733, which we have on table No. 2 es 
Hon Mr. Euter: When you gave that item of loans to 5 cee 


That would not be ee up to date, would it? 


Finance Does. : Oe 


“Hon. Mr. Evter: There have been very heavy advances 
provinces since this was prepared. | oe 
_Mr. Hackett: Since last year. : eee 
Dr. CupMore: This only goes to the end of the last fiscal year rep 
suppose? : 
“Mr. Moranp: Would it be possible to obtain the 4otal amout yunt 


“Dr. Cupmore: Yes... But I have not one figure with 1 me at tt 
q would be glad to send it to you. 


| The committee adjourned at 12.30, to ao again on Thursday, 2 
at 11 o'clock, a.m. ae 
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_ APPENDIX se 


‘MEMORANDUM 


- Précis of remarks of Mr. Speakman, M.P., before the Committee on Bathe 
cand Re ENOE in respect of the inquiry into the subject of 


Dest AND INTEREST 


first, eaciitial would be to obtain a fairly accurate picture of the actual 
in this aes Many of the statements made by different pa 


: and reste. and as to the nature and total amount of the annual Canine 
‘oe oe these liabilities, both actual, and in relation to the National In- 


oL a abanite ee will be necessary of the ee one rest- 
ie oe Parliament, and possibly, that of the Provincial Bee 


a at i is. suggested that the points which are enumerated might well be eiven 
me fonsideration, in an effort to secure a fairly accurate picture of the present 


oe oh ES, of Debt, under various classifications, Public and Private, and 
the total of the whole. 3 - 


ee Rites of Interest charged, under different be tee as: (a) Banks Loans; 
0) Farm Mortgages; (c) Mortgages on Town and City Property; (d) Bonds, 
. Federal, Provincial, Municipal ; Railway and other Corporations, etc. | 


wet Other charges, in various classes, as: rae 
(a) Inspection Fees: (b), Renewal Charges, etc. Thus giving actual total 
ying costs of Loans, ‘under different headings. 


Ge ae Length of time for which Loans made, and the purposes, in a general way, 
oe rin vhich 1 es ae was borrowed. Also conditions, such as renewals, Compouneie 


oy inte a Bins a money to Loaning Bodies: Banks, Mortgage Cos., ete., whether 
he way of Deposits, Borrowings, Invested Capital, or otherwise. Rates of 
Dividends, Profits, etc., earned. In case of Banks, relation of actual deposits 
- of money to amounts loaned, showing reserves, non- -interest earning. 


ok. Percentage of due payments made, Present and term of years, by classes, 
nd on Interest or Capital account. Losses incurred, same. Percentage of © 
ao sent debt, total and by classes, represented by original loanings, and by 
pepe accumulated, unpaid Interest Charges, ete. 


: ats General Classification of those entitled to repayment, as to average wealth 
This to ascertain percentage of Interest, etc., likely to go into general 
ae of Purchasing Power, and to seek reinvestment. Secure some idea as to 
_ amounts: hoarded, and not seeking either purchase of commodities, etc., or rein- 
EME aoe: 


: S and other forms of Industry and Business; th dieate acta : 
Eas money borrowed. 


- inquiry. 


_ As stated, such information essential prior to any suggestions | as to any De 


Committee, but these should assist in ascertaining true picvee or eit 
os whole. : 


ra nesses to represent the various Loaning Bodies, but competent wi 
represent the Debtor side of the question will be less ay obtained. a 
Is. 8 partial list of sources of information. yea 


Departments, Federal and Provincial, respect of Bonds, ete. Federal Gave As 
Creditors, as S.S.B. (in effect a Mortgage Co.), Federal Farm Loan Bo rd; 
oe Bankruptcy Department. Debt Adjustment Bodies i in Prairie Provinces. — 

lar Bodies, if any, in other Provinces. Agricultural and Business Org 
might hold views of value. Understand in Quebec, certain Agricultu 
and Banking Ass. (Caisses populaires). As to conditions in other coun 


Ries nee average pa See ‘upon Heate eapae - 


As stated above, there will bat many baer anne hick al 0 


Some suggested avenues of Information: Wi ee 
~ It is obvious that there should be little difficulty in securing compe : 


A. Representatives of Banks, Mortgage Cos., che 


ee: These might give information in respect ‘of both sides of at 


haps Department Finance, as regards U.S.A., Office of High Comn 
respect Great Britain. These are mere suggestions. | 

Has been stated that no credit available in smaller centres, but 
to larger centres of population. If not outside powers of Committee, m 


As to Statutary authority of Federal Parliament, Department of Justice. 
case question of actual Debt Reduction raised, should agcertaln also. ( 
Provincial Bodies. — ie 


a fairly neciiate picture of ‘the studtion’ deauteae crpaneaaltals at the: ‘mot 


only a few can be suggested here. Others will be familiar to Corie Bor 


Federal, Provincial and Municipal. Also Rauway and other Corporatic 


: Dealers. Coal & Lumber Meat etc. All these varied types anu lend go ie 
up Grand Total. SSA STs ae ae 


at Ei a a rae . Pence She 
eh i cee A Kae ou 
A i hee 
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APPENDIX “ B ” 


" MEMORANDUM-—DOMINION BUREAU OF STATISTICS 
FOR THE COMMITTEE ON BANKING AND COMMERCE 


+ Ten moines have been sohmnined to the undersigned as coming within the 
rview of the Commitee, with the request for a suggestion in each case as to 
age data are available, or how such data could most readily be obtained. 


Re The points in question are set out hereunder, with a brief note on each:— 


tai Amount of Debt, under various classifications, Public and Private, and 
total of the whole. 


Answer: The amount of public debt (Dominion, Provincial and Municipal) 
Is fe cinble in fairly complete form, a summary statement of totals being 
attached as Appendix I to this memo. 
With regard to private debt, See are available relating to bank loans; — 
the operations of loan and trust companies; farm mortgages; the bonded indebt-_ 
edness of corporations; and total bonded indebtedness. There is considerable 
over-lapping in these statistics, and some important gaps are left in them con- 
sidered as a whole. The Bureau of Statistics could assemble the available data, 


s and submit a memo as to their interpretation. 


~~. 2. Rates of Interest charged, under different neeainee as: (a) Bank one 
 (b) Farm Mortgages; (c) Mortgages on Town and City Property; (d) Bonds, — 
ee Federal, Provincial, Municipal, Railway and other Corporations, ete. 


ce Answer: No comprehensive statistics exist. The results of an investigation 
ae this field from 1900-1914 appear in Part I, Section 6, of Volume II of 

the “ Report of the Board of Enquiry into the Cost of Living,” published in. 

1915. An investigation on similar lines, covering the past few years would not 
i be a large undertaking, but. would require a few weeks’ time. | 


ie he Other charges, in various classes, as: (a) Inspection Fees; (6) Renewal 
Charges, ete. Thus giving actual total carrying costs of Loans, under different 
headings. ) 


a 


Mnsber: No statistics exist, but it would not be difficult to obtain: repre- 
~ sentative information by questionnaire. 


4, Length of time for which Loans made, and the purposes, in a general 
way, for which money was borrowed. Also conditions, such as renewals, Com- 

pounding of Interest, and, in a general way, type and relative value of Security 
pret 


Answer: Short-term loans (3-6 months), middle-term loans (12-24 months), 
; aS long-term loans are found in different fields of business, the mortgage being 
usually for five years. No complete classification of loans according to length 
of time exists, but the great bulk of banking accommodation is in the first 
category. 

As to the purpose of loans, insurance and loan and trust companies, show 
1e amounts of their loans on real estate and on collaterals, respectively, but 
sification by purpose of loans is not generally made. A suggestion strongly 
1 by the McMillan Commission in Great Britain recently, is applicable to 
, namely, that the banks be required to show the composition of their 


eine Dividends, Profits, ete., earned. In case of Banks, relation of actual depo 


ce e ean on sitet or Capital account. ee icumeae same. 


ie Accumulated “unpaid Interest, Charges, ete. 


e | fea might throw light on the situation, but no absolutely 


ae pee y the return made by the banks eonely under the hea Bact 


Commerce coe ‘an an 
= ~ Monthly Commercial } I 


Governments and  Municinaues = ee x 
. Public” utilities, insurance companies, ‘trust 
- finance companies, etc. 


1 
2 
3. Farmers and ranchers. RTE ee ae 
4. Grain, flour, meats, ete. ae Sa 
5. Manufacturers: Agricultural implements, iron ‘and steel, mi 
Reith oie mobiles, textiles, wearing apparel, etc. s | 
6. General stores and sundry wholesalers and retailers. See 
7. Lumbering industry, including pulp and Peper aia ah 
8. Contractors, builders, ete. oe ee 
9. Call loans, loans on securities to security houses, Grider 
10. Sundry dealers and traders, and individual | “customers of 
a the Dominion. 


ee a ee 
Loans to lumbermen. Oe 
Loans to manufacturers. : ee ee 
Loans to transportation and pommniea on agencies. 
Loans to wholesale and retail traders. 

Loans to financial concerns. 
Loans to professional and personal service concerns. 
. Other loans. : 7 


The banks might be able to make an Bisbee of ths ad for t 
mittee, but 1t would be desirable in advance to give careful consideratior 
form of classification. : 
| A summary classification o bonded indebtedness by classes of 
_is available. | ee 
A conspectus of loaning practice might be. obtanied: from witnesses 1 


‘senting the banks, insurance and loan and trust companies. ac e — 


Ce 


5. Costs of money to Loaning Bodies, Banks, “Morteage. Coup 
whether by way of Deposits, Borrowings, Invested Capital, or otherwis 


of money, to amounts loaned, showing reserves, non- -interest, earning. 


Answer: The interest rates on bank savings accounts is 3. per fae 
which must be added costs of administration, book- keeping, etc. 
payable on debentures, ee) ete., could: be DEES by ques 
loan and trust companies. _ é 
-s An aaa record of dividend rates, profits, ete., of the banks S is kept 


present debt, total and by classes, po ee original, loani 


Answer: A questionnaire addressed to the eae Gan aa 


figures are possible. Items like arrears ‘of taxes are shown by 


aa 5a : 


r Me aenrecent rere. debts: Insurance companies report as to 
-du i on policies, unpaid interest, deferred premiums, ete. 


. General Classification of those entitled to repayment, as to average 
pee Seaith level. This to ascertain percentage of Interest, etc., likely to go into 
general stream of Purchasing Power, and to seek re- -investment. Secure some 
idea as to amounts hoarded, and not seeking either purchase of commodities, 
cp ete, or re-investment. 


: Answer: Data of this nature could not be rendered available short of a 
complete census of wealth as held by individuals. It will be appreciated that 
even as regards Dominion bonds, the Government is unaware of the financial 
standing of the holder, or, in cases, as to who the holder is. The Income Tax 
returns do not show the complete financial position of the individual, and in 
any case they cover only 140,000 individuals, though they might show how 
far the incomes of those individuals are “earned” and “unearned.” 
It is not thought that hoarding by individuals in the ordinary acceptance 
of the term is prevalent in Canada, where the difference in security as between 
-a bank deposit and a bank note is not commonly regarded as very material. 
The extent to which banks are making loans of different kinds in relation to 
eee ~ funds available, might be illustrated to some extent from the bank statement. 


eer 8. Such information as possible, in respect of cost of Premiums paid, on 
Ce account of New York Exchange. 


Answer: A daily record of exchange rates is maintained in the Dominion 
Bureau of Statistics, and the premiums paid on new gold are available from 
the Royal Maint. 

7 In this connection, it might be added that the Bureau of Statistics has an 
estimate of the interest payments made, in Canada and outside, on the basis 
of New York funds, as well as of the various items (visible and invisible) 
of the trade balance which show the total amounts payable on balance between 

Canada and the United States. 


9. Relative conditions in other countries, as to costs, etc., on classes of 
loans as above. U.S.A., Great Britain. 


Answer: A considerable amount of material is available, but before an 
attempt is made to assemble data of this kind (which might run into a very 
large undertaking) it would be well to set forth the question in specific terms. 


10. National Income, by classes, and totals, present and term years. This, 
in relation to Debt and Interest totals, to indicate capacity of people to meet 
obligations. Also, average interest returns upon Capital invested in Agricul- 
ture and other forms Industry and Business, indicate actual earning power of 
money borrowed. 


Answer: There are no comprehensive statistics of the national income by 
classes, etc., but the Dominion Bureau of Statistics issues an annual “ Survey 
of Production” in Canada, which brings together in comparative form the 
value of the products of approximately two-thirds of the gainfully employed 
people of the country, that is, of those engaged in the various kinds of “ pro- 

duction” defined according to the usual acceptance of the term, as including 

agriculture, forestry, fisheries, trapping, mining, power, manufactures, construc- 
tion, etc., etc. The following additional statement appears in the latest issue 
of this report:— 


oe ee “The remaining 35 per cent of the gainfully employed must also be 
Boas considered to be producers in the larger sense of the word, being engaged 
ee -—- in such activities as transportation, trade, administration, the profes- 
En 

% A, eer 


(aatal (oddneies activity 
according to the econoimete's on of “ product 
ae oe mates to the concept of Hons income. According to 
pretation, production in 1930 would represent created 
000,000, as compared with ie 072 1000, 000 in 1929 a 86,3 2 006 
1928. Pa es 


oun ae Code Sanaa on the inventory method, which shows S capital y , 
under some 23 headings. 
_~ The relation of ‘ property ” income to “service” income might b 
ee for Canada on the basis of similar estimates notably that of 
: Ame) for. the United States. Ra eal 


ApprnpuM ie : 
It ee be added on the point of the pelea! causes Pot a france Ss 
: gency, that the Bureau of Statistics has a great mass of data bearing on 
decline in world prices (which since 1929 has brought wholesale prices 
_ pre-war level from a point over 50 per cent higher, with disastrous effec 


capital values amongst producers) also on world currencies, gold 3 
supply, BbC.,. ELC; 


ee submitted, 


: R. H. COATS, 
Dominion, Stasiatits 


Domrnton BurEAv OF STATISTICS, OTTAWA, 
: March 1, 1933. 


-* APPENDIX I fooan ee 
PUBLIC DEBT OF CANADA 


Bier (debe Ai Canada, Marele 31,1982. ok. eae Cara Gee Re 


Guaranteed debt of Canada, March 31, ee aap aoe 
Principal and interest guaranteed . i... 6, eee ee eee eee soles A 84,315 264 Rc ae 
Interest only guaranteed .. . 216, ;207,142 


Gross direct liabilities of Provinces, fiscal years ended in 1932.. 1 363, oe c 
- Indirect liabilities of Provinces, fiscal years ended in 1932 . oh 
_ Grand total direct liabilities of ‘all Canadian MOInicHpatites, Dec, 
31, 1931, at least . ; ae POR eee Rea 
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ee OR ca 
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‘THE PUBLIC DEBT OF CANADA. 


2 ~ ; y | 
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os ; “<-> MUNICIPAL IN 1932 : ? a 
= oe ey MEMORANDUM es oe. . | o aC 
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ey OF THE HOUSE OF COMMONS | : : re eae 
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THE PUBLIC DEBT OF CANADA IN 1932 


Statistics of the aggregate public debt of Canada, its provinces and TUS 3 
cipalities are given in as complete form as possible for the latest available date © 
in the following tables. Certain explanations regarding these tables are TRerenare 
in order. 


Net Debt of Canada.—The first item in the summary Table 1 is the net debt ER aes 
of Canada, which is the gross debt of Canada less the active assets which are == 
largely either cash assets or are advances to provinces that are shown in the —— 
Public Accounts of those provinces as liabilities and therefore are properly HAs 
charged against the gross debt of the Dominion to arrive at the net debt. Further 
details indicating how the net debt is arrived at are given in the balance sheet 
of Canada as at March 31, 1932, reproduced as Table 2. : 


Funded Debt of Canada.—The funded debt of Canada is rather larger than 
the net debt because the active assets are not deducted from it. In Table 3 will — 
be found statistics of the funded debt of the Dominion as it existed on March 31, 
1932, together with the countries in which the principal and interest of the obliga- te 
tions is payable. This is necessary because principal and interest obligations = =—— 
falling due in New York have at the present time to be paid off plus a premium: ~ 
arising out of the varying discount on Canadian funds. On the other hand, 
obligations falling due in London can be paid at a discount because of the euiee 
ciation of the pound sterling as compared with the Canadian dollar. 


Guaranteed Debt of the Dominion —Details of the guaranteed debt of he ee 
Dominion, showing where prineipal and interest is payable, are given in Table 4, — ae 
in which it will be noted that certain interest rates run as high as from 6 to ‘es : 
per cent so that refunding at lower rates of interest should be possible when — 
existing contracts expire. It should also be noted that $216,000,000 of these obli- = 
gations is guaranteed as to interest only. In other words, the Government can a 
never be called upon to pay off the principal sum. ee ee 


Debts of Provincial Governments.—The debts of provincial governments as 
at the end of their respective fiscal years ended in 1932 are shown in Table5,the 
figures being subject to revision. The main item in these obligations is, of course, — 
the bonded debt, the aggregate of which was $1,148,451,597, while in addition 
there were treasury bills amounting to $103,707,602. Apart from these two items ‘e ease: 
were bank loans, savings deposits, etc., which brought the grand total of the direct  — 
liabilities of the provinces to $1 363,382, 464 in 1932. In addition to these pe ora 
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ce See Coa 
liabilities, there were also indirect liabilities amounting to $215,977 O11, arising SS as 
largely out of guarantees of railway and municipal obligations. oe 


Gross Bonded Debt and Total Direct Liabilities of all M unicipalities. The $ - 
total number of municipalities in Canada is over four thousand, and each of these 


municipalities has certain rights of borrowing money as well as of taxing its Bes 
people to pay back the principal and interest of such borrowings. Canadian cities — Be: 
in particular have borrowed rather freely with the result that the grand totdl ses 


bonded debt of all the municipalities of Canada as at the end of 1931 is given by 
the municipal affairs authorities of the different provinces (or in certain cases the ‘oe 
figures are supplied directly to the Dominion Bureau of Statistics) at $1, 288,808,- oa 
157, as shown in Table 6. Further, it was possible to secure the total direct eo 
liabilities of all municipalities for six of the provinces, and the total of such — 


ane b debt eae foe “ahs 
of $1,584,031,475, which is the lowest 
: ( ties of. Ganadian municipalities can be 
me is available with regard to indirect habilities of muni-— ies 


we 


a 


Agg egate of Public Obhaatians Lathe sie debt of all public aiioee Ss 
n Canada, including Dominion net and guaranteed debt, provincial direct he 
d indirect liabilities and municipal direct liabilities, so far as the figures are 
vailable, is own by the figures of summary Table 1 to be $6,539,728,053. It 
@ this figure may include some element of exaggeration, more par- 
respect of obligations which may be due by municipal authorities 
1 governments.. Such obligations would be shown as a part of the 
ks of roe authorities ey Wee to the form in which this 


nes as Eos now submitted to allow for this factor beontlee ae of 
are not now in HNO: Further, if there were a request to ze off asset S 


Hae be PP dared as a set- of to liabilities. The Dominion Cossmmenee 
actice in this respect was changed in 1920, but a uniform plan for the provinees 


€ 


au the municipalities of Canada is urgently needed. 
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Bic’ TABLE 1—SUMMARY OF THE AGGREGATE. PUBLIC DEBT OF CANADA, ITS 
é PROVINCES AND MUNICIPALITIES, CIRCA 1932 


Net debt of Canada, Marek ly AUB oy ee ate, RTOS ae Wares es Poe Oh le 

_ Guaranteed ‘debt of Canada, March 31, 1932—_ 
feruicipal and intenest guaranteed. . 402. ae eee 784,315,264 
= _. -[nterest only euaranteed . : pt 216,207,142 
a Roce direct liabilities of Provinces, fiscal years ended in 1932. 1,363,382 ,464 
- Indirect liabilities of Provinces, fiscal years ended in 1932 .. .. 215,977,011 


~ Grand total direct liabilities of all Canadian ears: 
Dee. 31, Ole ats eae ei toe cule i aus A nt Co aighe Coe) Fk eke eno ee OU COO 


Pivpeéat GRIME” GRSCDRS  Mackia ts TOS A Vai a ial Bier Men gM RE cs" aot? Daye 03. 


~ 
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(From the Public Accounts) 


Active Assets— 


Peon WANG NOM Ants eree ea ck a ick Heide emai ats.) Er ls DT BDO oak 
Specie reserve .. .. a ee RONEN 61,660,602 
Advances to provinces, ‘panks, Be ee et as peewee vals 173,183,733 

_ Advances to foreign Governments .. . NRE GA Sat Ua ean! 30,494,720 
Soldier and general Jand settlement TOADAC Eee ae 47,804,080 
meyberellaneous current accounts! icAms fet oy ae. Far et ee. wk te 82,401,415 
Total active assets .. ‘ $ 455,897,391 


Balance of liabilities over atthe “assets being net debt, 
Mar. 31, 1932 (exclusive of interest. accrued and 
outstanding carried for ward jae ite te tee 2381 OeSe OL ie 


$2,831,743,563 


ne 


cere 3 Pg ie poe accounts an sea stine tee ~ 
eo Railway accounts (loans non-active).... ..... 
Canadian National Steamships (loans norautiee) 
= ee Miscellaneous investments and other accounts (non-ac ve) 
SemoheMeS alates Consolidated Fund as at Mar. 31,1931 .. .. .. oS Ricca 
pe eee _ Excess of expenditure over reg, Year ended Mar. 31, 1032. ets: 
Liabilities— Rtas teas ASML ar en eae 
: Dominion notes in cirewlation . 2. 5. Ven Geek Ge PR Ib Oke 
: Bank Note Circulation Redemption Fund. ag ONeh ss eens eae 
Post Office account, money orders postal notes, ‘ele, out: oe 
standing oe Se a ee 
Post. Office: Savings: Bank deposits: 5. i. ai yeas ee ese 
_ insurance. and superannuation funds... Sosa a a ee 
: ‘ELUst Funds 4400 ses wet fe ok es Hate ee ee : 
gee Contingent and special finds 0S ae See ee 
ES aie Province accounts .. .. Cpa ee Oe eee ee 
. F ~ Temporary loan, New Nero 3 eee eee 
; Funded: debt... 5 sse2 Prue Se 
Interest due and outstanding se Sa ac eee ae ee 
Note.—The Dominion of Canada is also responsible for peep an 
negotiated by railways, under various Acts of Parliament, amounting ” 3 
_ Fable 4 for details). Les a 
(Page 5 of Manuscript) eee 
isis 3.—FUNDED DEBT OF THE DOMINION PAYABLE IN LONDON, ‘NEW YORK AND. Cz .N D 
: AT MARCH 81, 1932 RAS 
: N ore.—Temporary loans are not now included in this table 
; ~ Annual 
Description Amount _ Interest 
: Payable 
& Thereon 
cts) : ; Ric a | Ra ea mae E 
Payasie In LonDON . $ Be = ea nee 
4 per cent loan of 1940-60............c.se-ese-0e-+-| 93,926,666] 3, 757,067/Oct. 1, 1960 (on or af 
_giving 3 months’ notice 
7 per cent loan OF 1884... 2. peice neces tarts 23, 467, 206 ~ 821,352 NaS 6 oe notic 
j 4 per cent loan C. P. Ry. land grant.............. 15,056,007 526,960|July 1, 1938. : 
33 per cent loan of 1930-50........... Poin an een 137,058, 841 4,797, 059| July 1, 1950 (on or after Ju 
a ee giving 6 months’ notice 
3 per cent loan of 1888............... ME RAS Home Gis BRC TA GAL, 242,137|July 1,1938. 
3 per cent loan of 1892..............0005 i aN 18,250,000} oor 500 pares Y ree 
BD percent 109N Of, 18942. a ee Oe 10,950,000 
% per cent loan of 1897....... Sn eee Aes ie ake 4,888,186] — 
Winpae aepenturess.. Goss sachs hae saeneeaese ORY) Rebiae neon Pee err a 
ee Gross othe. 505k ...{ 811,685,372] 11, 142, 7801 
tian ieee cinking tunds.) Oo sos reek oe Poke aa 62,007,524 : 1-1 
eae Neptota co cas vesee-{ 249,677,848] 11,142,780] 
: ee: : PayaBLE In New YorzK $ 
s 5 per cent bond loan, 1915-1935............... ee 874, 000 
Bees 5 per cent publie service loan, 1916............... ag 1,000).... 
ane sos Oper cent public service loan, 1916...-.3).¢...5.... 85,000}..... 
eta 5 per cent bond loan, 1922-1952............... Pelee: 100, 000, 000)" sie 
«BL per cent bond loan, 1919-1929...............000-- A ool... i elOverdue: 
“=> }= > 44 per cent ten-year bonds...........0.05 Bee tes 40,000,000} 1,800, 000) Feb. 1, ane 
4 per cent bond loan, 1930-1960...............5.005. 100,000,000}  4,000,000)Oct. ie 


sod 


TOS std 985 ary coe fa lens v.08) SA ee 


eee ee 


Ce ee ee ed 


la, 5 p.c. loan debentures......... 

mn. § kK, issue A, Spc erecta ey uni ee 

on , issue B, RID Oar ie yen Che says 

n stock, issue C, 3 DiGoieeeee eee see eens 

Me ROC A OID, 5 aed eee a ss veces 

ere abice, 5 Bs Me ‘(School TONES). 3 Vai 
stot ree 


a ee ee 


Cee a 


mga C 

gs and Thrift Stamps. Scien PAUP 
‘ot Canada War Loan, 1915-25, 5 p.c...... 
of ie ae War Loan, #01'7-37,.6 .6.0. 0. 


‘ictory Loan, 1919, De pie.,.due 1924 3 ay ee 
etory Loan, 1919, 54 p.¢., due-1934.8 Fe 
| newal Loan, 1922, 5} p. C., due 1927....... Nees 
- Renewal Loan, 1922, 53 p.c., due 1932.............. 
efunding Loan, 1923, 5 p.c., due Eo ite RR 
efunding Loan, 1928, 5 p.c., due 1948............. ue 
Pereinding Loan, 1924, 44 p. C., Mie 2044 Pee 
efunding: Loan, 1925, 43 p.c., due 1940............. 
efunding Loan, 1926, 4h Pic.,-dme 1 O4G iis ee 
Two Year Treasury Notes, 4 Pcie dus 19328 e os 
‘National Service Loan, 1931, 5 p. Cy due 1936.. 
National Service Loan, 1931, 5 p. C., due 1941.. 
; Renuesion os 1931, 4a Pe c., due 1956 


Spo sini hae Sse Breage Sch ancs wine 
“Net LOCaIs: oss cc. ineeeny aCe Ses 


aa 6 p.c. loan debentures 


Ueeart 1918, 4 D.6y die 1938 nea : 


76,200 


169,971, 850 
~ "39,950 
226, 138, 350 


18,65 
34, 449, 950 
12,800 


- 147,000, 100 


50,000, 000 
75, 000, 000 
45,000,000 
40, 000, 000 
79,535, 200 
141, 663 , 000 
43,125,700 


37,523, 200 
276, 688, 100 


285, 772,300 


2,012,599, 507 


389, 295 


2,012,210, 212 


me Taper 3 


- Thereon | 


Date of Maturity 
Payable 


eC re ey 


CC ee rs 


Aes ......./Overdue. 
i iatieherg Si Gaim (O weraue, 
240) Demand. 

560} Demand. 

1,708 eo 


(ip tay ee do Ya gets ec 


i ee ed 
i a 
ee ee er ry 


er ae ee ed 


Overdue 
~ 4,508,345 Stew Ty 1937, 
ee 1 Overdue. 
1-1 Overdue 
12,996, 489 Dae. i 1937. 


ee ae ee ee cy 
CR he ni ee en wee 
Ce a) 


Ce ee ee 


7,350, 005 Oct. “. “1943. 

2,250, 000|Oct. 15, 1944. 

3,375,000 Sept. i 1940. 

2,025,000) Feb. 1, 1946. 

1,600, 000] Dec. 1, 1932. 

3,976, 760} Nov. 15, 1936. 

7,088, 150) Nov. 15, 1941. 

2,102,378] Nov. 1, 1956 » subject to redemption Noy. 
» 1946, or subsequently at 60 days’ 


2,063,776 Now. 1957, Bears 53 p.c. to Nov. 1, 
1932, "subject to redemption Nov. 1, 
1947, or at 60 days’ notice thereafter. — 
15,217,846] Nov. 1, 1958, Bears 53 p.c. to Nov. 1, 
are subject to redemption Nov. 
1948, Se at 60 days’ notice thereafter. 
15,717,477| Nov. 1, 1959, Bears 53 p.c. to Nov. 1, 
oaga "subject to redemption Nov. t: 
1949, or at 60 days’ notice thereafter. 


105, 614, 947 


{1 
105, 614, 947 


12a Seok 
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TABLE 4.—THE GUARANTEED DEBT BY COUNTRY IN WHICH PRINCIPAL AND INTEREST ARE 
PAYABLE MARCH 831, 1932 


Amount outstanding 


at March 31, 1932 Prine wal nadl 
Items Held by - Held by the Interest payable 
the Minister of aaa 
Public Finance 
$ cts. $ cts. 
. GUARANTEED SECURITIES 
- Railway Securities Guaranteed as to Principal and 
Interest— 
1. Canadian Northern Ry. Co., 3 per cent deb. stock 
Epo e201 201 Os Ocd cus Si iow ook ree pce 9; 359,096. (2h ae tees eee London. 
2. Canadian Northern Ry. Co., 34 per cent deb. stock 
NGOS 351.622.0001 G— Oro aie ies Was Sel ee 7.896; S63: TO} eaesat seni coe: London and Canada. 
3. Canadian Northern Ont. Ry. Co., 34 per cent deb. 
stock due 1961, £7,350,000-0-0..........0.......0... 34,229,996 87 1,540,003 13|London and Canada. 
4. Canadian Northern Alberta Ry..Co., 34 per cent 
deb. stock due 1960, £647,260-5-6. . 3,149; 998, GOlE ALi concdeeene ce London and Canada. 
5. Grand Trunk Pacific Ry. Co., 3 per cent bonds due 
HOG2s E14 000 000-050) aise Nas er gate ulin e Meo kane 34,992,000 00} 338,048,000 00)London, N.Y. and Canada. 
6. Canadian Northern Alta. Ry. Co., 34 per cent deb. 
Scock duet 962.6 /a300l=12—10 or eee ie ete hd as cee erste 3,569,996 86 
7. Canadian Northern Ry. Co., 4 per cent deb. stock 
BNC DONS: GUC LOBS We aes. a OL Dae a wes 17,060,338 33 12,500,000 00|See footnote A. 
8. Grand Trunk Pacific Ry. Co., 4 per cent bonds due 
Ge t9O 225-280, O00-0= Orie ce ee ae plas 8, 440,848 00 7,499,952 00|/London, New York and 
9. Canadian Northern Ry. Co., 7 per cent bonds due Canada. 
UOMO CATR ares RO RA Ranh Sey ec Ue cli i cal CSUN Le ata D4 28200000 2 ieee ae eee New York. 
10. Grand Trunk Ry. Co., 7 per cent bonds due 1940... 24 492,000 OOK sri ener New York. 
11. Canadian Northern Ry. Co., 6% per cent bonds due 
POA G IY Foe aioe eeark SA A PEG yee Fee Un nD cat He 24-499 000: OO) Sesice nee New York. 
12. Grand Trunk Ry. Co., 6 per cent bonds due 1936... 24475000 OO} csc eae ees New York. 
13. Canadian National Ry. Co., 5 per cent serial equip- 
MITENE DONG Hl ULScO Os sate a cme oltre ueeee ae ea 9 750-000: 00l 6 Fae oo eee Canada. 
14. Ai anaes National Ry. Co., 5 per cent bonds due d Ce arm 
GUUS ORBLE TAS aeD SEOUL eee bales iat OR UROL hie He eek ty RRs ah ATER 507000: 000001 ak Ne re Canada. ark 
15, Canadian National Ry. Co., 44 per cent bonds due 
LODE A neh ORL A han Rane PONTE I pete a NOES 26,000; 00000} os oe eae New York and Canada. 
16. Canadian Northern Ry. Co., 43 per cent bonds due 
ESR Ys ON te Sire Aree Sm GLeae MIL gi Cy tay Scere tee cee 17.000"000: 00) 28.460 yee New York and Canada. 
17. Canadian National Ry. Co., 1927, 2 per cent guar. 
Webxstocks £417 6:801= 0-0 cee ane ive Ge ner eee 29459 409" OF osetia oe London. 
18. Canadian National Ry. Co., 44 per cent Gold 
PGHUSAUCAUD LIN ohn Senre GUN RG GONG eirannon pele 69; 000: 00020026 Syke eae ee New York and Canada. 
19. Canadian National Ry. Co., 44 per cent Gold 
PROMS UC LOGS ery tices ie ERs eee Peon cay 30; 000000300 [Retsssensteie aces London, New York and 
20. Canadian National Ry. Co., 5 per cent Gold Bonds Canada. 
AUS MILL Yb OOO ere usy: min ss oe en ane ate tn eae Gree 607000;-000 00 eee ine oe London, New York and 
21. Canadian National Ry. Co., 5 per cent Gold Bonds Canada. 
GwexGe tor AGG eS ea es aie a eee ir CO F0R0R 00000 lzaee x see ee London, New York and 
22. Canadian National Ry. Co., 5 per cent Gold Bonds Canada. 
TION OF OR Aeris cee Sa pee nee is aL Hu arses feign 18000; 00000} 9 ae Se London, New York and 
23. Canadian National Ry. Co., 42 per cent Gold Bonds Canada. 
Ca KETENE Oya fac ays MUNI Ss ara ANS od aah ANY aa ae Re 5050003000. 00 [Ferret eee ae London, New York and 
24, Canadian National Ry. Co., 44 per cent Gold Bonds Canada. 
CLUB DS Oe eileen kia! iden a ote AL ean Se a 705000; 000% 00 bors nce toate London, New York and 
25. Canadian National Ry. Co., 44 per cent Gold Bonds Canada. 
“Gi Yo? 601s Y OE RIN: pd rte eae Say aairadn 3 SR NE A ic a Fe 5050005000500) ssa ete London, New York and 


FRE RIS Bae ES Aad aS I ET Canada. 
753,080,146 41) 58,157,951 99 


Footnors A— £3,500,000—Sterling stock. 
$27,000—Dollar bonds which are payable in London, New York and Canada. i ; 


Cia 


Amount outstanding 
at March 31, 1932 


Cee! aii SEG OO ic cote mem cma oat Ta eg Bee ET et Interest — 
r gn Ges eA oe a Gad aa mi Held by Held by the payable in 
Ze pa yo the Minister 
ieee Ce ieee Public of Finance ahs 
ay $ cts. $ ets. : ried | 
meen aa to Interest only— a Pe 
y. Acquisition Guarantees—Grand ais ; 
; perpetual guar. stock, £12,500,000.| 60,833,333 33]......... ey London. f 
5 per cent perpetual deb. stock, ‘are 
Pee en ere ea ec ane SG ss ce sess ahaa d 20, 782;491 67). vs vont. » London. ik 
eters: 5 per cent perpetual deb. stock, 
(a AES say RAE Se Wace gs cn ales ara oe Ae LIB ZT ODA LO Chait atu Maas aon London. 
unk 4 per cent perpetual deb. stock, £24,- 
syn ont it ete! sap cia sss al a) VOR) BBO COT Baie yee es ax Sekt § London, - 
n Ry. of ree 4 per cent perpetual deb. 
RE aN ote Saks ea oe a igrpsth ene eget NOU OT Ou Gi eer es ute ok kee London. 
LEIS TD AIA caren 4 


eae EO ans rl ee eh 


Principal and 


Ain x Interest payable in 
es PG iecantsed as to Principal and Interest- 
ur Commissioners of Montreal, Montreal 
South Shore Bridge, 5 per cent Bonds due 1969.. 19:00; 000 00) ie) oes oe, London, New York and 
Yanadian National (West Indies) Steamships, Ltd., Canada. 
nae FonieOONGS Cie 1955.8 eo ee ee G400) QOOKOO Es oe asia cass London, New York and 
in Harbour Commission— Canada. 
nded indebtedness of the City of Saint John, : : 
te assumed. Dy Commissionys 4 on cement TAG (MU GESOG ates Sania he $169,000 payable in London 


oe bal. in Canada. 
b) Debentures of the Commission issued to the 
City of Saint John—5 per cent due Aug. 1, 


“RUE ea giamerta Fle? SG rie VSG) Hott Rua Sabet Canada. c 
New Westminster Harbour Commissioners, 4? per ; 
cent: debentures due 1948: sogh eed ee ies 190 000 0G) in oie se yates New York and Canada. 


DL sod rl lS OOO. ween in eve es 
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EBT OF SAA Sato GOVERNMENTS FOR THEIR RESPECTIVE FISCAL YEARS ENDED : 3 
: IN 1932 


(Subject to revision) 


ro ee ae 
Pek a Fiscal Gross cre Gross : 
Province — Year Treasury Bills Direct yaa a » 
Ended Funded Debt |. Liabilities 
pec | ’ $ 8 $ 
Pee ean Dec. 31.... 23 045 OUDEOO Leaner cigs SCA) a eA OQAOCOR TS 7h eo eme rien 
TAM eee en ier enens Uwe tee Sept. 30.... GRA7400 746 Ob eke One eimai te 645161) (AGL GRR eet 
i; NOK Rides ce aeci ot OCG. Obs sts 58,739,662 00 1,162,092 00 59,901,754 00 1,318,782 00 
RAR Owls oy ery, conc June 30.... 1 OS BSL BR ee Mancina eae 108,188,709 50 4,379,300 00 
ss et Oety esl 499, $86,000 00 37,505,000 00 577,705,000 00 86,618,000 00 
Carne resig RL outta April 30.... 89,630,906, 24!(b) 18,920,282 91 124,558,809 97 10,006,647 32 
his aaa abe ee PA priboOs 2.5. 101, 831,236 00 26,388,469 00 134,068,943 00 34,383,034 00 
PRE Nev aR onto ck LE ma Lae 128,970,593 43 7,750,317 68 149,600,999 72 11,133,390 37 
ei AN Me no Roar ei Marsccoitets. 112,060,761 00 11,481,490 53 140,949,519 97 68,137,857 23 
RE Nc ee el |S ABR ee ii 148,451,596 90 103,707,602 12} 1,363,382,464 08} 215,977,010 92 


selidiae gross funded debt, bank overdrafts and deposits due public. 
ee exchequer bonds. 


ar Bross direct liabilities of provin ‘ 
0 $1,363,382,464 the eross bonded or funded d 
8,4 while treasury bills amounted to $103,707 ,602 : 
fpttestely $111,000,000 representing “ other liabilities.” 
jount is largely compris sed of accounts payable, bank overdralts; a 
er miscellaneous items. 

The details concerning provincial flabilities for all provinces in 1932 
ot yet available but the bonded or debenture debt was sea Ene in 931 
brief. analysis of this debt for 1931 will be of interest. TNS eee 


~ Direct Revenue—Producing Bonded Debt—A vanagea aa 
ae or debenture debt is of a direct revenue—producing characte: 
. one ~ already stated the details for 1932 are not available but the following ta 
P : shows. approximately some principal items included 1 in the poEeee deny of 
“te _ having earning capacities. . <i 


iS 
= 


Nova Scotia investment. in Power Commission.. <.. 4. 0.503 $ 13; 300, 000 


oe New Brunswick investment in Power Commission. . Prats 5,000,000 
at st Onebec.. Siveame Commissions ..)..5 0086. woos oa es ee ee Ope, 000 
a a -* Quebec: Housing Loans... <. Pe eer Se ign ee 4,600,000 4 
Bat 2 Ontario Hydro-Electrie Power Commission. . eta ores es Eo Fa t 
ee itario. © > savid IN-O.< Rd WAM. eget ears gs Oe ee ee 30,300,000 
Ontario Housing HOanee, s sticty! aah Cue wee oes eesens oe aya teen 4,500,000 
Ontario Drainage... ORNS eae ess aera eager _ 2,500,000 
Ontario Agricultural Board i Pape as oe Pa te SE ees 36,000,000 
Manitoba Government ie aac ae he Can tae ates 22,000,000 
Manitoba Drainage .. .. See Oe ak ee Dae a ee 6,200,000 
cena eee Manitoba Power Commission.. .. .. .. .. .: o. al 5 Og Re Greene. 4 MOD OBO 
aes Saskatchewan Telephone.. .. .. ..-.. .. is) cas aaa ee eres ee a 00,000 
Na i et Saskatchewan Power Commission. . PELE Lea ee ean Whe ee 0000008 
ees Saskatchewan Farm Loan Board... .. sel ie Oe ee 13,000, 000 a ar 
Alberta Telephone (Treas. Bills not included) .. peer ee 21,900, 000 Washes 


ae 


fonts : : reg eee ~ $375,600,000 me 


Indirect Reve ee Debt The construction 1 and de relopment of 


in “the ioe te ioe for 1931. 


PROVINCIAL HIGHWAY DEBENTURES  —_ 


Province 
Prince Edward Island.. 
Nova Scotia.. 
New Brunswick. . 
Quebec. . 
Ontario... 
Manitoba. . 
Saskatchewan. 
Alberta... 
British Columbia. . 


Total .. 


pen ditave was ianaioa at over $250,000, 000 j in J 
due to provincial investments in highways. ys see 


2 


FOR THE YEAR 1932 


eth tition to the direct liabilities of provincial governments all of the 


- provinces with the exception of Prince Edward Island and Nova Scotia also 


show indirect liabilities which constitute guarantees for loans to or bonds issued 


by railways, municipal and other institutions. While the governments are 


liable for the payment of such debt in the event of non-payment by the com- 


_ panies or institutions issuing the bonds, there is generally good security and 


the liabilities guaranteed by the provinces are never included with direct pro- 


: vincial debt. 


The following notes describe the bonds guaranteed by each individual 


| rcrndes 


New Brunswick—N.B. Cold Storage Company’s Bonds; New Brunswick 


and Seaboard Bonds; Town of Campbellton; Fredericton and Grand Lake Coal 
and Railway Company; Southampton Railway Company; Farmers’ Co-opera- 
tive Creamery Company; N.B. Potato Products Limited. 


~ Quebec—Verdun Protestant Hospital; Hull Court House; Technical Schools 


_ in Hull, Montreal, Quebec, and Three Rivers; Polytechnic Schools in Mont- 


real; Municipal Debentures, Three Rivers, Terrebonne, Ste. Agathe des Monts, 


Riviere du Loup, Grand’ Mere. 


Ontario—T. and N.O. Railway Commission, Niagara and Presqu’Ile Park 


Commissions; Universities of Toronto and London; Municipal Debentures for 


towns of Bruce Mines, Matheson, Capreol, Tisdale, Cochrane, Haileybury, Tim- 
mins, Kapuskasing and Englehart; Municipal Housing Act in certain cities and 
towns; Hydro Electric Power Commission ($65,338,590 in 1931); Department 


of Education Act and amendments. 


Manitoba—Municipal Debentures inc. Interest and Bank Overdrafts; 
Advances to Municipalities by Banks re Seed Grain and Fodder Act, 1932: 
Provincial Savings Office Liability to Depositors. 


Saskatchewan.—Canadian Northern and G.T.P. Branch Lines Principal 


- and Interest on Debentures; Saskatchewan Co-operative ‘Creameries Ltd. Bank 


Loans; Drainage District Debentures; Advancement of Agricultural Interests; 
Dominion Government Seed Grain Advances; Superannuation Account Accrued 
Interest. 


Alberta.—Irrigation District Debentures; Drainage District Debentures; 
University of Alberta; Co-operative Credit Societies; Alberta Hall Insurance 
Board; Co-operative Marketing Associations. 


British Columbia.—Guarantees Canadian Northern Pacific Railway Rail- 


way Co. ($40,157,523) now operated by C.N.R. (B.C. Government holds first 


mortgage on all C.N.P. railway lines within Province); Pacific Great Eastern 
Railway Co. ($20,160,000) ; Vancouver and District Joint Sew erage and Drain- 
age Board; Acricultural Credit Commission; West Nicomen Dyking District. 
Sinking funds have been established in connection with the four last named 
cuarantees. 


len ores a a | “ s 
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TABLE 6—GROSS BONDED DEBT, ALSO TOTAL DIRECT LIABILITIES OF ay 
MUNICIPALITIES, BY PROVINCES, FOR THE CALENDAR YEAR - 4 
ENDED DECEMBER 31, 1931 


(Subject. to revision) 


Total Direct. Sa 


Province Bonded Debt Liabilities 
Alberta i. $ 78,679,570 $111,315,046 
British Columbia. . 129,913,890 142, 111; 273 = 


Manitoba. WORMS 116,864,937 152, 224,499 © 
New Brunswick. : 21,477,521 not available 
Nova Scotia. 31,386,025 41,902,980 
Ontario. ; 499,002,074 620,835,266 
Prince Edward Tsland. a) 1,863,211 not available 
RUC, Fe Gl Se isa 862,132,334 444,813,084 
Saskatchewan. . 47,488,595 not available 


$1,288,808,157 (b)$1,584,031,475 


(a) For the year 1930 later figures not available, ily) 

(b) Includes figures of bonded. debt of municipalities in provinces of New Brunswi@ 
Ee eens Island and Saskatchewan, where totals of direct liabilities are f, 
available 4 


NOTES ON LIABILITIES OF MUNICIPALITIES THROUGHOUT | 
CANADA > a 


There are over 4,200 municipalities throughout Canada. All municipaliti§ 
possess borrowing powers under more or less restriction by their respective pr 
vincial governments. These powers are largely employed for extension of publ 
services, the cost of which could not be met by current annual revenue. Ere 
tion of ‘public buildings, educational and other institutions, the cost of publ 
utilities, the laying of water and sewer services, pavements, sidewalks and oth! 
permanent improvements are therefore usually undertaken by issuing debentur§ 
for a term of years and, generally speaking, sinking funds are provided annual 
to meet the maturity of the debentures so issued. Debt so incurred is therefoiam 
known as bonded or debenture debt. Other liabilities consist of temporary loai 
and overdrafts on banks, accounts payable and miscellaneous current floatir 
liabilities. 


It will be seen from the table that bonded or debenture debt forms tl 
large part of municipal indebtedness. 
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- MINUTES OF EVIDENCE 
Hous oF COMMONS, 


Marcu 16, 1933. 


ty The Select Standing Committee on Banking and Commerce met at 11 0 ‘clock, 
-R. ce ‘Matthews presiding. 


The CHAIRMAN: At this morning’s meeting, Dr. Coats will discuss a memo- 
andum on private debts, after which the meeting will be thrown open for dis- 
ssion. Copies of the memorandum (Appendix “D”) will be distributed to the 
members; but before proreeding:, 4 think the mene should be left open to ask 


s ibmitied at the tap ake Ge there are no questions the Bea desire 
2 ack I should as to ask Dr. Coats, or those associated with him, to proceed 


. te ee ‘Well, I have a question to ask Dr. Coats, and it is purely a 
one. oe ey criti¢ of bee oe in ae one g re 


am Age sure Ba reties he included stivate denterc or not Sat that it arnourted to 
$12,000,000,000, and he quoted Dr. Coats to that effect. I am quite satisfied his 
“statement 1s absolutely incorrect, but I should like to know if Dr. Coats ever 
made such a statement, and if it is incorrect, what his estimate of the debt is. I 
-_would like the newspapers here to give some ‘publicity to it. 


Mr. Lawson: Dr. Coats gave his estimate as something under. $7,000,000,000. 


‘Hon. Mr. Stevens: It will be found in appendix “C” of our Minutes of 
; eee and Evidence, No. 1. 


Mr. Hanson: I do not know where he got it, but I want to contradict it, 
officially, if I-can do it. Z . 
Mr. PAWSON: ‘Iti is summarized on page 3 of the memorandum. (Appendix 


Mr. HENSON That is a summary of the aggregate debt of Canada. 

‘Mr. Lawson: It includes the Dominion, provinces, and the municipalities. 
Mr. Hanson: This is a statement of the public debt? 

: Dr. Coats: It is a statement of the public debt, as I gave it. 

___- Mr, Hanson: You never made any other statement? 

Dr. Coats: Not yet, no. 

‘4 Mr. Hanson: That is all I want. 

+ Mr. Spraxman: Mr. Hanson, in New Brunswick, was the statement that 
os ae rae given an aggregate of public debt, or public and private debt? 

Mr. Hanson: My understanding is it was the aggregate of public debt, 
ee he said was $12,000,000,000. 
- The CuHarrMan: I do not want to interrupt this discussion, but is ee 
Committee concerned about what is said in New Brunswick? | 
oa Mr. Hanson: If a wrong impression got out, it would create a very adie 
impression. I think the first opportunity ought to be taken to correct it, and 
3 is an only place where iti can be done. 
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The CHarrMan: The Committee was supplied with a statement 3 ie au aa 
public debt prepared by the Bureau of Statistics, and if any one in this Com- — 
mittee wishes any questions answered concerning that memorandum, it is quite 
allright, but to bring up a discussion that took place in some other assembly i iS 
quite another thing. 

Mr. Hanson: I do not want to get into any discussion, but I want to get 
figures officially from the Dominion Statistician who is in a position to Bie 
them, | 

The Cuarrman: That was covered at our last meeting. ee 

Mr. Hanson: It was not published at that time; we did not have this fOrs. i 
reference. | 

Mr. Stantey: I do not know whether my inquiry will be within the scope 
of this Committee, but still it will be interesting to some of us. I am not sure 
of the situation in some of the provinces, but I know something about the — 
province of Alberta, and I shall refer only to that province. I think the 
same principle would, probably, apply to the other provinces as well. On page 
11 I find, under Alberta, notes of indirect liability of provincial governments for 
the year 1932, the following: ‘Irrigation District Debentures; Drainage District 
Debentures; University of Alberta; Co-operative Credit Societies; Alberta Hail 
Insurance Board; ‘Co-operative Marketing Associations.” No doubt the debt 
summary which is shown here in the memorandum includes all those debts, and 
I presume, as far as the University is concerned, it is a permanent debt. When 
you come to consider the question of telephones, you will find we have $26,- 
000,000 in our province invested in telephones, but along with that there is a 
very substantial sinking fund. There may be, and probably there is, a sinking 
fund in connection with those other amounts. For instance, take the Irrigation — 
District Debentures. JI do not know what provision is being made, but my 
thought is this: if we are giving to the public an idea of debt from the various 
provinces—take my own, as an illustration, the province of Alberta—there should 
be some consideration given to what provision has already been made in the way 
of a credit as against the debt that is being charged for in our : statement. Doo 
you get my point? ae 

Dr. Coats: Of course, the Committee only asked me to present a statement 
of the debt of the provinces, not an analysis of the soundness, or unsoundness, 
of the financial situation. That is an entirely different thing. 

Mr. Hanson: This is a direct liability, and takes no account of sinking 
funds. | 

Mr. STantEey: Let me finish my question. ee 

Mr. Hanson: I just wanted to clarify your question. The figure on page 
9A of the Appendix, $1, 363,382,464, gross liabilities of provinces, does not take — 
into account anything in the nature of an offset by way of sinking fund? 

Dr. Coats: No, these figures are transcripts of the public accounts of the 
provinces. They are the gross direct liabilities as recorded in the public accounts eo 
of the various provinces. ne 

Mr. Hanson: Following Dr. Stanley’s point, in order not to paint too black ee 
a picture, there should be submitted with this summary a statement, we will say, 
of the sinking funds which the provinces actually have on hand. Now, f0fe- a: 
instance, the province of New Brunswick has a sinking fund invested In govern- 
ment bonds, Dominion and Provincial, equal to about 18 per cent of its gross —S 
debt, besides other assets of which I am not speaking. That would reduce the 
provincial debt of New Brunswick by that amount. 

Dr. Coats: A sinking fund does not reduce the amount of the debt. eet 

Mr. Hanson: It shows that difference between the net aggregate debt, = ‘se 
the gross aggregate debt. Rp oes 
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Mr. Seiaas Dr, Coats is peices right, statistically speak- _ 
I is no question about. that, and I am not disputing it. I want him to 
stand that. The purport of Mr. Speakman’s motion is to give to the public, 
ugh this Committee, direct information as to the financial standing of Canada 
_and its various parts. Take another illustration from my province. Large sums 
of money have been invested by the province in irrigating certain lands. Those 
lands in turn have been sold on contract to settlers. Payments are being made 
_ from time to time, and those monies reserved for the repayment of the loans 
- made. 
Se Now, there is a vast difference between money borrowed to be invested in 
highways in the province, as a permanent improvement of the province, and 
- money borrowed to be advanced on a marketing scheme, or on a land settlement 
- Porcne, payment of which is to come back. Do you get my point? 

Mr. Lawson: Could it not be summarized in this way: the statement that 
as. been prepared is a statement of debt, with no attempt to compute as against 

aS that debt any offsetting assets that any province may have? 


es ‘Dr. Coars: Quite so. I did not understand Mr. Speakman’s resolution at 
ail in the sense of the last speaker. I understood that he wished to obtain a 
_ view, from the banking and currency standpoint, preeminently, of the aggregate 
: public debt of the country, irrespective as to whether there are assets over and 
- above, or under it. This in no way affects the solvency or insolvency, if you 
ep oent say so, of the other provinces. 
ee oMr. Meck: Exactly in the same way if I were to secure an aggregate 
Sa icrient of the aggregate amount of the farm mortgages in the country. Natur- 
yea there are land values which more than offset the mortgages, but at the same 
time it is a debt which has to be paid. 
Mr. Hanson: Yes. But in that very connection you do not want to set up - 
a one-sided picture. If you do, you will put out a hopeless proposition to the 
people of this country. 
=~. Mr. Speakman: Yes. 
—. . Hon. Mr. Stevens: Turn to page 10, Mr. Hanson, of Appendix “C”, and you 
will find a statement, there showing the direct revenue ‘producing bonded debt. 
Mr. Speakman: There is a statement on page 2 which apparently covers 
oe that. It shows where the governments hold the bonds of other governments as 
part of the sinking fund. That is a common practice among governments. 
Mr. Hanson: What is that? 


Mr. SpeakMAN: Look at the page om which you find, “Aggregate of Public 
~ Obligations. ” Tt is found on page 2, and explains the situation. 


Mr. Ganona: I think what we are trying to get. at really is, what our debt 

is, and how we are to pay it. We have to figure. out the national income, and 

Bae aul income has to pay the interest on the bonds for irrigation loans, for 
hydro and everything else. 

x Dr. Coats: May I say one word in explanation of the point that Mr. 

~ Hanson has brought up? If you are going into the question of offsetting assets 

in the spirit in which the remarks, up to the moment, have been made, you are, 

I should like to point out, undertaking a very extensive piece of investigation; 

and you are up against this point: that in the public accounts of a province, 

every province is a law unto itself in the matter of the way in which it shows 

= & assets and what constitutes assets. For example, if you turn to the public 

accounts of Ontario, you will find that the province of Ontario gives as an asset 

_ —I am speaking from memory now—I think about $700,000,000 on account of 

~ unallotted forests on Crown lands, forests that are still in the possession of 

- the Growa:: But in Quebec you will find the principle quite different. Timber 


- 
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limits in the province of Quebec are just as much an asset, but Quebec does not 


take that view of the case; does not make any entry, if I remember correctly, of 


undeveloped natural ‘resources. You will find other points like this scattered. 


throughout the public accounts. Alberta regards as an asset the capitalized 
value of the annual Dominion subsidy to that province, and has capitalized that, 
I think, at five or six per cent, and enters it as a capital asset. . 


Mr: Hanson: For balance sheet purposes? 


Dr. Coats: For balance sheet purposes; and I think New Bron does the 3 


same thing. 
Mr. Hanson: No. 


Dr. Coats: Does it not? I am speaking from memory. It is a very 


complicated matter. If I remember correctly, Nova Scotia used to do 
it, but has discontinued it within the last two or three years. Of course, in the 
purview of the public debt of the country, that I was attempting to give in this 
statement, any statement of that kind, or any statement on the public finances 
of that kind, would have to be co-ordinated as between Dominion and Provinces. 
If we agree as a matter of practice that the Dominion subsidy should be 
capitalized as assets by the provinces, then we would have to show in the 
Dominion accounts, a capitalized lability, or else we would be very badly in 
the hole. I am just pointing out those items by way of showing you what one 
is tackling when he undertakes an excursion into the problem of public debts; 
and it is a matter in which one would have to go past the Dominion Bureau of 


Statistics. One would have to go to the Treasury Board of the beveral 


provinces. 
Mr. Hackertr: To obviate all misundertanding, has it been made clear to 


the Committee that Dr. Coats is neither an auditor, nor is he an appraiser. 
He has certain material which comes to him from the public accounts, both > 


of the Dominion and of the provinces, and possibly from some public bodies; 
and he has attempted to put those accounts together and to explain them, to 


some extent. Notwithstanding that, he is limited to the information which is: 


supplied him by public accounts, and cannot be expected to give definitely 


the exact surplus of assets over liabilities, or the contrary, if it should prove to © 


be the situation, from the information before him. I think if we understand 
that, the picture which some have described as black, will not be misleading. 


Mr. SpeakMAn: Mr. Chairman, one of the members of the Committee 


suggested what he thought was the point I had in mind. My idea was to obtain | 35 


a reasonably correct picture of the obligations of this country, public and 


private, and to ascertain the relationship between those obligations and the ~ 


- annual obligations consequent thereto, due to interest and other charges, as com- 
pared with the total revenue of the country. 
Now, in ascertaining that, it is not necessary to ascertain the actual tangible 


assets which lie behind them. Of course, there are assets which lie behind 
them; but it is a question of relation between debt and the annual charges — 
consequent thereto, which 1s one thing, and the total national income from all 


sources, which is another. The only point which affects it is the question of 


sinking funds, which are either in bonds or in cash, which one government paid — 


out and some other government paid in. In a case like that, those bonds are 
not, and should not be counted twice in our accounts. I mean, if a province, 
for example, holds in a sinking fund, a certain number of Dominion and pro- 


vincial bonds, those are not to be counted twice. Dr. Coats has alluded to that 


in his preface. Apart from that, I am not suggesting that the country is bank- 
rupt. That is not my purpose ‘at all. That is not my idea. My idea is to 


ascertain the relationship between the total obligations and the annual charges 


consequent thereto and incident thereto. That is one thing, and the national _ 
revenue on the other hand to see to what extent they balance, to what extent __ 


they may be improved, and to see how we stand from that point of view. — 
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pete Peo: Will you go a step further? Are not the obligations to some 
- extent the revenue? The obligations of the Dominion may very well cOnSHLULE 


ee 
_ a source of revenue, in so far as their bonds are held by provinces? 


Mr. SPEAKMAN: Certainly. I said as a sinking fund. Where bonds are 
held in a sinking fund, then the picture would show those bonds twice. 

Mr. Hanson: That j is right. 

Mr. SprakMAN: But apart from the actual bonds being held, or aude 
being held in a sinking fund, the question of the assets lying behind lability 
does not enter into the picture from the point of view of what we are trying 


to get. 


Mr. Hackett: Dr. Coats might be put in a false position. 

Mr. Hanson: It is not our intention to do that. 

Mr. Lawson: That is perfectly clear. 

Dr. Coats: I might explain, in a few words, what we do in the Bureau of 
Statistics on public finance. We have drawn up a standardized classification for 
any year, on public finance, under four main headings: Revenues, expenditures, 
assets and liabilities. Then we have gone with the help of the provincial treasurers 
and the Department of Finance—we have gone through the various public 
accounts, and reassembled them in this ideal, as yow might call it, classification. 
That is, for the purpose of getting comparative figures, and sum totals, we have 
followed a consistent principle throughout. 

The CHAIRMAN: Gentlemen, are there any further eso you would like 
to ask Dr. Coats before we proceed? 

Mr. Lawson: When you say proceed, Mr. Chairman, you mean pass from 


public debt to private debt? 


The CuairMan: Yes. Dr Coats will now make a statement with reference to 
private debt. 

Dr. Coats: On the subject of private debt. Gentlemen, by private debt is 
meant non-governmental debt, I presume. It igs frankly impossible, short of au 
elaborate inquiry into all these sums owned by individuals and partnerships, 
companies, undertakings of every business description, to arrive at anything ike 
a complete figure on private debt. To carry out that kind of an investigation, 
even if it were possible, would amount to a census of the people over again, from 
this particular point of view—something which has never been attempted. 

_ Mr. Hacxert: How could you define private debt, every private debt is a 
private asset, is 1t not? 

Dr. Coats: That, again, is something which would have to be most carefully 
taken into consideration; the framing of a questionnaire. What should we ask 
the individual? It would be a parlous undertaking, to attempt to analyse so many- 
sided a thing as finance, through a questionnaire to the millions of people 
to whom it would have to be addressed. I would want at least some week’s 
time to draw up the questionnaire in the first place. It has never been done. It 
has never been attempted anywhere, so far as I know, and it would be, of course, 
very costly. , 

But there are certain partial figures on private debt which I think it is 
interesting to bring together as an indication, so far as it goes, of the general 
situation. It seems to me that there are five main headings under which we can 
approach this thing, in the way we have attempted to do it. There is first the 
bonded debt of private corporations. Then there is the total of bank loans. 
Third, there are farm mortgages about which we know something. Then there 
are two further items on which we know very little—one is mortgages on urban 


property, and the other is ordinary book debts. Now, it is only on the first three 


of those that there is anything in existence that can be considered in the nature 
of statistics. Those three are: bonded debt of private corporations, total bank 
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loans, and farm mortgages. Now, I have brought together figures under these 


three headings as being good, in so far as they go. I could pass these memoranda 


around, and then I could tell you what is available under the remaining ots 
urban mortgages and book debts. 

Mr. Hanson: Dr. Coats, you made an eee as I understood, of the 
bonded indebtedness of corporations. I could understand how you would get 
that of a Dominion corporation because under the Companies Act they have to 
file with the Secretary of State, alll their mortgages and so forth. But with 


companies incorporated under provincial eee can you do any (eee 


the sort? 
Dr. Coats: Yes, we have an annual census, as you know. 
Mr. Hanson: Of the companies? 


Dr. Coats: Of production in Canada; every manufacturer, every producer, 
outside of agriculture, that is, makes an annual statement to us. 


Mr. Hanson: Makes a return of bonded debt? St 


Dr. Coats: We do not ask epnually aa we ask as to securities, 
and ask also as to where securities are held. 


Mr. Lawson: Dr. Coats, with reference to bonded debts of private cor- 
porations, do you consider the Wydro-Electric of Ontario, for example, a private 
corporation? 


Dr. Coats: No. 
Dr. Lawson: You say that is public? 
Dr. Coats: That is covered, if you will turn to page— 


Mr. Lawson: All public ownership corporations, though separately cor- 


porated, are considered as public corporations? Ee 
Dr. Coats: What do you say? : 
Mr. Lawson: I say that public corporations, public service corporations 


which are owned by governments and municipalities, and so forth—even though 


they may have a separate corporate existence—you treat as public corporations, 
and do not include their corporate indebtedness under private debts. 


Dr. Coats:. Yes, that is true. We have put C.N.R. bonds, for instance, 


which are in the hands of the public—to which Mr. White referred the other 
day—which amount to $229,000,000, we include those in this statement. That 
is, the non-guaranteed bonds, we consider as private debts. 


Mr. Lawson: That is right. 


Mr. Hackerr: For instance, in the province of Quebec there is a class of = 
securities which is esteemed very highly, known as a fabrique loan, which — 


constitutes, | am sure millions and millions of dollars. Most of these amounts 
are borrowed on the promissory note of the fabrique, which is generally signed 
by the priest and the acting warden. Zs 


Mr. Hanson: Just explain what the fabrique is. 


Mr. Hackert: The fabrique is the name we give to the parish, the business ya 
end of the parish. Now, is there any record of those obligations, Dr. Coats? — 


I think it would be in ee 


Mr. Hackert: That is a favorite category of investment, a favorite class 


of investment. 


Mr. Geary: We have a certain memorandum before us. Suppose we go 
through that, before we get into things that are not in it. 


The CuHatrmMan: Yes; Dr. Coats will complete his statement, and then 
we will go on with questions. 


Mr. Hanson: May we not ask questions as we go along? 
The CHAIRMAN: Yes. 


- AckETT: That 1S Hoth: 
‘The (CHAIRMAN: “Go ahead, Dr. Coats, please. 
bee er. ‘Coats: Gentlemen, I hide the nea ciin is largely self-explana- 
K hoy. Under the heading of bonded indebtedness we have grouped corpora- 
_ tions under three headings: First, railways; second, manufacturing concerns 
_ and third, others. 
_ -Mr, Geary: On that point—you are dealing with part A, are you? 

pete oxTe: - Yes, | 
i Mr. Gary: What is C.P.R., $620,000,000. Is that their bonds or five 
ae per cent notes or what? 
ee Mr. Hacxerr: Stock. 
- Dr. Coats: I think Mr. Marshall can answer that. 


ee Mr. MarsHatu: $620,000,000 of the C.P.R. consists of the bonded indebted- 
ness of all the various railways which comprise the C.P.R. system, and includes 
also debenture stock. 
~ Mr. Geary: Includes what? 
oe ee Ee MarsHatu: The debenture stock, not common stock or preferred 
a ~ stoe 
é Mr. Hanson: This includes the funded debt of the whole system? 
Mr. MarsHautu: The funded debt, yes. 
_ Mr. Geary: These notes are not what you call funded. 
Mr. Hanson: I would say they are all funded—collateral trust notes. 
Mr. Bowman: With respect to the C.N.R. $229,000,000, is that non- 
* guaranteed? 


he Mr. MarsHauu: Yes, that is non-guaranteed. 

. . Mr. Hanson: Including equipment trust certificates. 
fe - Mr. Mansnari: Yes. 

oe : ~ Mr. MacMinian: What is the other $70,000 0002 


| Mr. Marsuauu: That includes railways other than the Canadian National 
“gs Pa Canadian Pacific. For example in this book “Statistics of Steam Railways 
of Canada, on page 63, the various lines, other than the Canadian National 
~ . -and the Canadian Pacific, are enumerated. For example, there is the Northern 
Alberta, which is owned jointly and controlled jointly by the Canadian Pacific 
Coos And the Canadian National railways, so that is not classed at all. You cannot 
very well include it under the C.N.R. or under the C.P.R. : 
cca Mr. Hanson: The bonds of that road were guaranteed by the province 
of Alberta. Are they included in the bonded debt of the province of Alberta? 
ire! Mr. Marsuatu: If they are guaranteed by the province of Alberta, they 
Beg Re are included there. 
-———s Mr. Hanson: And are not in this $70,000,000? 
Mr. Marsuatu: No. , 
--—s Mr. Hanson: The effect is that there may be a duplication. 


Ne Dr, Coats: We have avoided that, or tried to. 

-——s Mr. ~Geary: You did not put Michigan Central in there, an American 
oe ROm 

eee Mr, Marsnau: Yes. 
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“ais, Danson: Take for instance the Dominion Atlantic Railway ‘whisk 


is a separate corporate entity with a large bonded indebtedness, but which is 


controlled through stock ownership, I understand—I am not quite sure about 


this—by the Canadian Pacific. Is that included in the $620,000,000 of the 
CP RE ee 


Mr. MarsHALu:. Yes, that is under the C.P.R. Ge eat 


Dr. Coats: I might explain that apart from the railways, practically all of 
the rest of these returns are in reply to a question put on our annual schedule 


to manufacturers and other producing concerns, mining and all that class. I 


think these figures pertain only to 1929. We have not repeated that. Most of = 


them are two or three years old. 

Mr. Grary: Is the question generally answered? 

Dr. Coats: Oh, yes, it is very well answered. 

Mr. Geary: This would be fairly accurate? 

Dr. Coats: Yes. It is a point that involves very little or no trouble for the 
manufacturer or the concern to answer. What we have trouble with is getting 
records of the raw material used, and things of that kind. 

Mr. Hanson: $229,000,000 to the Canadian National—how far have you 
brought that down? 

Mr. MarsHAuu: To the end of 1932. 

Mr. Hanson: Yes; that is approximately up to date. 

The CuarrMaNn: Mr. Marshall will continue his explanation. 

Mr. MarsHauu: The item for non-manufacturing companies, $680,000,000, 


comprises in the first place of the utilities such as the power companies, like 


Shawinigan; and secondly, mines; and third, all others, includes trading estab- 


lishments such as the T. Eaton or Robert Simpson Company, and all those which ~ 
have bonded interest, and various financial and service corporations such as— 


Mr. Hanson: Investment Trusts? 
Mr. MarsHauu: Investment ee yes. 


Mr. Power: Why bring that up? May I ask where Beauharnois indebied- S 


ness comes into this thing? 
Mr. MarsHauu: At the end of the utilities. 
Mr. Power: It is guaranteed, is it not? 
Mr. Marsua.u: In so far as it is guaranteed; I am not posted on that for 


the moment; whatever is guaranteed will be under ‘public debts, and the remain- | 


der, if any, will be under this item. 
Mr. Geary: Under public debt. Where is it? 
Dr. Coats: Well, in the first statement we made yesterday. 
Mr. Geary: You mean the day before? 


Dr. Coats: In the public debt. ella 
The CHAIRMAN: Now, is there any further discussion on non-manufacturing ss 


companies? 


Mr. MacMirtzian: Under what head would investment trusts be included, 
Dr. Coats? 


Dr. Coats: I think under financial, the third category. 
Mr. MacMittan: In the $169,000,000? 
Dr. Coats: Yes, in that $169,000,000. 


Mr. MacMiritan: Have you any idea how much money is invested / in 


investment trusts in the country? 
Dr. Coats: We have not got the figures here, but we could tell you. 


| BANKING AND COMMERCE ay? 


Mr. eon ay. a ok it would be very interesting to hear. 
The CuHairMAN: Now then, bank loans. 
Dr. Coats: Gentlemen, the bank loans statement does not require any 


peers oiaoation. It is taken from the usual monthly bank statement, with two items 


omitted: “Loans to government”, because that is already taken care of in the 
debtors’ statement; also “loans elsewhere than in Canada.” Those are not 
entered. The three items as set forth in this make a total of $1,059,000,000, and 


those are taken directly from the bank statement. 
Mr. Grary: Dr. Coats, would you mind—I think Mr. Lawson asked the 


| question, but I didn’t hear your answer. Under three, utilities, power companies, 


_ $473,000,000, what place do institutions like the Toronto harbour and the 


Toronto Hydro-Electric Commission take in that, because they are inter-related 


—guarantees by municipality and government. 
Mr. Marswatu: The Hydro-Electric is not included here. It would be 


included in the statistics which were given the last day, because these are 


guaranteed by the Ontario government. 
Mr. Hacxerr: And the harbour commission. 
Mr. MarsHau: The harbour commission is in the same category. 


~ Mr. MacMr1an: Would it be possible for us to get a statement in refer- 

ence to investment trusts to date, the first organization of such character of 
those bonds, and the amount of capital invested? 

The Cuairman: I would suggest that a member wishing to get information 


i: of that kind should go to the Bureau privately; that. is without the scope of our 


inquiry, and I do not think it is pertinent to the discussion at all. 
Mr. Hanson: I think you are right. It is not in the order of reference. It 


is a very live question. At the same time it does not come within the scope of 


the reference. 

Mr. MacMrmuan: If you will look at the reference, you will find that it 
includes everything, almost including the kitchen stove. 

Hon. Mr. Srevens: I think we should make clear to the Committee that 


_ Dr. Coats and his staff are not permitted t6 give private information, or infor- 


mation of private concerns. That is a question which could only be divulged 


- for instance, to a court of law, or under some very special order. I merely 
mention this in explanation of the duties of the Bureau. The Bureau is com- 


mitted to very serious obligations of secrecy and confidence; otherwise they could 
not get or assemble these general statistics. The general picture can be given, 
that is of classifications and so forth but not the information regarding loans of 
the company and indebtedness. 
Mr. Hanson: Not individual companies. 
Hon. Mr. Stevens: No. 
Mr. Hanson: That is quite right. 
Hon. Mr. Stevens: The same as in the Customs. No business of a private 
company is divulged by the Government at any time under any circumstances, 
except, of course, under an order of the court or something of that kind. 

Mr. Hanson: Yes. . 

The CuairMANn: Now, the question of farm mortgages. 

My. Stirr (Selkirk): Might I ask a question, Mr. Chairman: Is the amount 


- of bank deposits to be included as a debt owing to the public? 


Mr. Lawson: If it is, it is duplicating the loans. Substantially these loans 


~ are made from bank deposits, so if you put in bank deposits owing to the public, 


you are duplicating it by $59,000,000. 
_ Mr. Stirr (Selkirk): A lot more than that. 
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Mr. Geary: very, time you make a loan, you increase bank deposits by the Pee 
same amount. ae 
- Dr. Coats: That is what we are seeing every day. “Most. of the loans — 
immediately reappear in deposits. When a man obtains e& line of credit from 
the bank in the form of a discount of his note, he deposits the proceeds of his note 
which ‘be the amount of deposits at the same time as it swells the loan 
accoun 


Mr. Hackett: Is that correct in Quebec where farm loans still « come Theme: “ 
the rentier, and the small man in the village who has retired from the farm? ae 
Dr. Coats: From the bank. Bear 

Mr. Hackett: It is not from the bank. 

Dr, Coats: We are not talking about that in this item. 

Mr. Geary: I think it is well to get this information, but I think we ait 
to be very careful that it is not exaggerated information. I do not mind getting 
all the debts of the country exposed in proceedings in this Committee, but if 
there is any danger of duplication, of showing a worse picture (it is bad enough), Sake 
—showing a picture worse than it is, then I think we should be very cautious.  __ 

Dr. Coats: We have tried to safeguard against that in every way possible. 

Mr. Sprakman: I may say that one of my reasons for asking to get this 
information was because statements have been made from time to time all over _ 
the country of all kinds of figures, that I knew were not correct, and I wanted 
to get something correct. 

Dr. Coats: I don’t think there is any possibility of duplication i in the three 
items we have given under the heading of bank loans. If we gave deposits, — 
there would be. : ae 

The CHarrMAN: Farm mortgages. Will you say ee about that 
item, Dr. Coats? 2s 

Dr. Coats: The information that we have given in this staement wie regard ae 
to farm mortgages was obtained at the last census— = 

The CHAIRMAN: Order, please, so that we can hear Dr. Coats. = 

Dr. Coats: When the following question was asked: “Total mortgage on 
this farm, June 1, 1931.” The form of the question is given on the paper I 
have given to you. In the instructions to the enumerators, it was pointed out 
—you will see the instruction quoted: 

The mortgage debt to be reported under Inquiry 31 includes not only 
the debt secured by an instrument called a “mortgage” but also debts __ 
protected by deeds of trust, judgments, or by any other legal instrument — 
that partakes of the nature of a mortgage and which has the same legal 


effect. 

The answer to this question should not include any debts covered by 
crop liens, nor any debts secured by liens on implements and machinery 
or on live stock. It has reference only to a debt secured by a more es 


or by an equivalent legal instrument on lands and buildings. 


The total sum as reported under this question was $677,000,000, and odd. foe 
sands. Now, there is just one omission in that figure—at least there is an 
apparent omission in it, as the question was asked only from the owners oi 
farms. It is obviously impossible to get a statement of the mortgage on a farm > 
from a man who has rented it, so this does not include mortgages on rented 
farms. The number of farms that reported mortgages, or other instruments, 
against the land and buildings was 654,279. There were 244,201 mortgaged to gare 
the extent of $677,564,100. There were 74,382 rented farms, and on the matter 
of mortgage indebtedness on rented farms, we do not know anything. ie es 


Mr. Hanson: Just in that connection, in which category, if any, do A se 
place farms held under agreements of sale? ! Sos — 
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: ¢ instructions were as I have just ead that where there 
of sale, as in the west under the farm system, it is really a 
“he enumerators were instructed to get that, 


oe was included? 


: ie Shans? Tatanded to be tlede 


aos Dr. Coars: Well, it was within the terms of the question. Of course, in 
7 the east, I think agreement of sale has a somewhat different meaning. It some- 
ne means something equivalent to an option. Of course, anything in that 


; _ Mr. a We have agreements of sale. A man going into possession 
“under them and agreeing to pay a certain amount of cash and giving a 
as | . 
ee Ur, Coats: This question was weed at the last moment on the schedule 
: a “ the request of western farm organizations largely. The form of the question 
had to be reduced, had to be boiled down, to the narrowest possible limit in 
order to get it on the sheet, and we therefore asked it in the form I have 
5 described. 
___ Mr. Spencer: Could we get from your bureau the percentage of farm 
~ loans in the prairie provinces compared with elsewhere in Canada? 
Dr. Coats: Oh, yes. We have already issued a report which gives the 
2 fire of each province. 3 

Mr. Spencer: We would like to get that. 
_ Dr. Coars: I will give it to you. As a matter of fact, I have two or three 
there. This is a bulletin we issued some little time ago showing the mortgage 
debt by provinces. I will be very glad to give you a copy. 

Mr. Power: Have you the figures there showing the number of farms that 
are not mortgaged? - 


-—s~Dr, Coats: Yes. The total is about 410,000. 


see Mr. Spencer: Will this be included in the general blue book from the 
oe ee 


* 


=a Coats: Yes; that is a preliminary statement. We propose bringing 
out a ipaats volume giving the full details of the census of agriculture, and 
it will be in that. 

_* Mr. Hacxerr: Is the figure which you gave, 244,000, the total number 
of farms mortgaged in the Dominion, exclusive of the seventy odd thousand 
which are rented? 

— Dr. Coats: Yes. 728,661 farms altogether is the total number. Those are 
654,279, owned or partly owned and then there is 74,382 which are rented. 

| The CuatrmMan: Will you give the figure of the number mortgaged? 

Mr. Hacxerr: About 30 per cent are mortgaged, then? 

Dr. Coats: Well, whatever 244 is of 728. 

Hoon. Mr. Evuer: Is that information as to the number of mortgages and 
_ the amount of mortgages gotten from the owners? 

____ Dr. Coats: Yes, only from the owners, not from the renters. We did not 
a ‘collect it in the case of farms occupied by a renter, the assumption being that 
: he would not know whether there was an encumbrance on the farm or not. 

ee ELON: Mr. Evuer: I mean, you regard the information as accurate, although 
ib comes from people who might not be disposed to give that information? 
‘Dr. Coats: Well, we have no reason to doubt the accuracy of this figure. 
bee presume there is a reluctance on the part of some to state the total amount | 
of their indebtedness. I think it is less now then it used to be in years past. 


Pe ~ Re 
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Hon. Mr. Eurer: That is the way you got it, though? 

Dr. Coats: That is the way we got it. 

Hon. Mr. Svrevens: There was no great difficulty. 

Dr. Coats: There were very few difficulties experienced in taking census. 
We run across all sorts of people, and it is astonishing the number of objections 
that are taken. hal ees. 


io .— Bu 
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Hon. Mr. Euter: Women giving ne ages? eel uP : 

Dr. Coats: There is a great deal of objection to that, yes. I do not thinle? 
there are more than a dozen—well, certainly less than 25 agriculturists in the = 
whole of Canada who wrote te us. We had, I think,’perhaps that many cases” 
of farmers who wrote to us sending the information and refusing to give it to ie 
enumerator; but it was a mere drop in the bucket. 

Mr. oes. Your figures would show the owned and partly owned farms 
on which returns have been made, and it would indicate that the pec runs 
to about $1,000 a farm. 

Mr. Hanson: What is the average? 

Mr. Bowman: You have 654,279 owned and partly owned farms, and the 
total amount of the mortgage indebtedness is $677,564,100, or an average of about 
$1,000 a farm on all farms. 

Mr. Hanson: The average mortgage is much higher than that. 

Mr. Hackett: $2,713. 

Dr. CupMorE: We made the figure $2,775. 

The CHAIRMAN: That is the average. 

Dr. CupMorRE: Yes. 

Mr. SPEAKMAN: Under the heading of partly owned farms, would come those 
that were being purchased by the farmer under an agreement of sale from some — 
land holding company. That was a doubt in my mind. I had a doubt in my 
mind as to whether or not farms that were still held by the vendor, who may be 
a land holding company or land selling company, but occupied by the farmer who 
was buying it under an agreement of sale, were classed as mortgages. 

Dr. Coats: Well, I think perhaps fick it so; and there is also the case of 
people operating more land than they own. 

Mr. SPEAKMAN: Yes. 

Dr. Coats: But we asked them only in each case to give information as to 
the land that they owned. 

Mr. Geary: The information was obtained on the farm? 

Dr. Coats: Yes, by a personal visit of the enumerator. 

Hon. Mr. Eutrer: There is a much smaller percentage of farm mortgages 
than one would expect, if they told the truth. aes 

Hon. Mr. Stevens: It is a very good showing. : i 

Mr. Hackerr: Dr. Coats, only about sixty per cent of the farms appear to 
be mortgaged. Is there a larger percentage of free farms in the eastern PEE 
than in the west? 

Dr. Coats: Yes, I think that is so, Mr. Hackett. I can send you a repr 
and an analysis of these figures by provinces, with a lot of other interesting data. 
Here are the percentages. 

Mr. Spencer: What page? 

Dr. Coats: Page seventeen. Ontario 41, Manitoba 42, Saskatchewan 49, 
Alberta— : me 

Mr. Hackett: How many are there in Quebec? 


Hon. Mr. ora: ‘I suppose He reason is you on vour Manu rights? 
‘Mr. Hanson: The reason is the people are more thrifty. 

Dr. Coats: I should be very glad to send a copy of this to the members of 
he Committee. 

Mr. Hanson: I certainly would like to have one. 

Mr. Moranp: Might I suggest the size of the farm is the size of the mortgage 
espectively i in each province—I do not mean individually—the percentage would 
Iso be down. 

_ Dr. Coats: Yes, that is shown. 

_ The CuHairMAN: Dr. Coats, will you say something about urban mortgages? 
: Dr. Coats: Well; the statement I have given there, includes three items 
on which we have fairly satisfactory data. There are two items remaining, under 
pe) EG: heading of private debt, on which there must be very largely guess-work. 

a One i is urban mortgages, and the other is book debts. Now, on the subject of 
Be ~ urban es we are informed by the ss of the Dominion oe 


. "porate vendors ee or for cliente, amounts to $765, 000 ,000. That does not 
an at all include the mortgages in urban property held by private individuals. 


Mr. Hanson: Or on farm property held by private individuals. 

on Coats: We have it on farm property. 

~ -Hon. Mr, Evter: Does your census schedule not call for information along 
_ that line? 

90 Dr. Coats: No, we did not ask for mortgages on city property on the city 
schedule. Part of our reason for not putting 1t on was the owners of larger 
city properties were not visited by census enumerators. The mortgages that 

are on large apartment buildings and large hotels are usually covered by bond 
issue, and we know about those through our investigation into bonds issued, 
‘Then, there is the prevalence of renting in the cities, which is very high, very 
es and we were of the opinion that there would ‘be so big a hiatus in the 

data that it was not worth while trying to get it. The United States census 
tried to get it, and got unsatisfactory results. ana is-in the case of urban 

— properties, urban homes. \ 

‘Hon. Mr. Evtrr: Our percentage is higher ae the States in relation 
to the farms? . 

Dr. Coats: Those figures would show so, yes, but I think that is largely 
due to the insufficiency of United States figures on urban mortgages, which 
only applies to homes, you see. 

Mr. ArtHurs: Where is the dividing line between urban and rural? 
| Dr. Coats: We have difficuity with that. We call urban anything in- 
- corporated: city, town or village; but that involves certain inconsistencies 
between certain of the statistics as between provinces, because of the differenti 
. ‘provincial laws governing the minimum amount of population needed to in- 
_ corporate a village. So if our statistics, for comparative purposes seem. larger, 
it is because we call everything over a thousand urban, and under a thousand 
eo rural. : 

Mr. Arruurs: Does that mean, Doctor, that all loans made in communi- 

Hee of less than one thousand would be included in farm mortgages? 

Dr. Coats: No, it is rather on farm property, not on village property. 

Ly is one other figure that is a little low on urban mortgage, but I think it 
— 61243—2 


oi 
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To Mr “Bune: “Insuranee ot yanies 
properties. — Le) 


ADE, COATS: $437, 000, 000 oe of mortgages heh by ins 


No eee Bae Cours: No, $360, 000 000 of ies thortgages are on. uba 
_ and $77,000,000 on farm property. : 

eo Vir. SPENCER: nae bee ae. amount again? 
So = Dr. Coats: 
ion on “urban poet. but se he not be added to the figue given 
oe. Dominion Mortgage Association. 
es Mr. Bowman: But it does not include none on Pilar pro 
Dr. Coats: Yes, that is what it is, on private. urban property. 
: _ Mr. Geary: There is nothing wrong with that, Dr. Coats. 11 
‘find almost as many mortgages held by private ree whose ine 
from holding those mortgages. Sa 
v Dr. Coats: Precisely. That is what I ee by saying, I 
the total figure, because nobody can give it. There is no information, ava 
on that, I think, in any way, shape or form as to the amount 
3 mortgages held on urban property by private persons. Je T 
on your city property, it is known only to you and me. 

Mr. Geary: Can you a that rere at all? 

Dr. See No. 


Cite Se ae on your farm, that would be j in our total ae mortgages, iy: 
-- @ mortgage on your city ‘property, or Oty home, then nOee knows ahs 
you and me. 3 | : aie 
ee Mr. Geary: Except it be by corporation. ) rae ace 
Dr. Coats: Yes, if I work it through that way; oe there are. a a at 
ber of anor eoes the other may - 


of this “mortgage situation. We will later discuss rates of catatonia 
mortgage companies are mortgagees in a great many instances, one 
forget that private persons, whose whole income depends on tha 
mortgagees also. We may consider government interest rates — 
corporations, but we must bear in mind that many private persons 
their living upon the interest which they get from. pee inves 
mortgages. 
Mr. Ganone: A good many mortgages are held by Abie 
We know the situation in regard to bond issues, but. Anes € 


oe Coats: We de. nee know anything abattt that. We k 
ot issues are held by American companies: = 


Mr. MacMinzan: Have you an anelyee of ae mortgage 3 
to SOS interests by provinces? BOE i, ee 


: “Dr Coars> ‘Loans by whom, by corporations? elon 
Mr." MacMuxdn: “Yes. ; cre ee: 


‘es To ga The oe figure é 
city. ene by the mASaNe ee 
n Mortgage Association. BRUNE bo ea 


50: E 7 en Pe got it vos but I think it is available. ‘ 4 a 
ons am giving you is not a figure of the Bureau of Statistics - it 1s" a ae 
ished a hel ae en Mortgage Association as a figure ‘of their ira 


oT? Do you say eon have no record of the proportion of mort 
y American lenders. I think that is important, because all along. 
, the American banks usually take a security on real estate. They 
‘investing heavily in mortgages. | 


: ANSON: In Canada? 


ca i 
oe a 


oo way to ear- ak a as to the valiolé of the mortgage owing. 


ey Mr. ae Coming back to the farm mortgages, have you any record 

of the average interest charged on those mortgages? Have you figured out — 
average interest rate? ‘The average interest rate charged on those farm 

| mortgages is represented by the return set out on page 3? Be 


_:. Dr. Coats: Our figures for that are not yet compiled, and they are iter ie 
_ imperfect. I cannot give it to you at the moment. We hope to get it, but I 
: think it is too low at the moment. We have to do some futher investigating. 


. Mr. Geary: Are you going to get it year by year? 


Dr. Coats: We would get the total amount of interest paid, from which the 

rage rate would be shown. 

Mr. Geary: Year by year? 

Dr. Coats: For the particular year in which we took the census. We asked 

it in « a question on the census. It was a rather difficult question because persons 

ee behind in their interest knew they had not paid the interest and our 

question really was the amount of interest paid or to be paid. In some cases 

they took it for the amount of interest paid—at least I imagine that is the 
-case—there were a considerable number of returns which said “nil” and clearly 

x ae was a mistake. If it,was not paid, it was not paid. 


Mr. Arruurs: I presume you have the average rate of the mortgage cor- 
% ‘porations. ee 

-_ Dr. Coats: I think that could be obtained, yes. 

= Mr Bowman: I think that would be the battes source from which to get it. 


Mr. Hackert: Did you say you have no information as to the amount 
ng to individuals as distinct from ee 
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Mr. SPEAKMAN: With respect to necro I thought we had: ane ane 2 at 
certainly had—that we were to ascertain all the information we could from Dr. = 


Coats, and then by calling outside witnesses, we could obtain. supplementary — 
information. eat 

Dr. Coats: I was just going to say we are not now dealing with the subject 
of interest rates. That comes up in question No. 3, Mr. Speakman, and ‘it is 


only incidentally that reference to it was made here. Bie Det a 
Mr. Hacxerr: Have you obtained information from the registry offices 


concerning the amount that is owing to individuals and corporations? 

Dr. Coats: No. We cannot obtain that from the registry offices. The 
registry offices keep records only of their transactions as they go along. They 
have no cumulative data. They have no means of knowing the amount of 
outstanding mortgages at any time. 

Mr. Hackett: I was not talking about the amount, I was talking about 
whether the lender is an individual or a corporation. 

Dr. Coats: No, they do not classify them in that way. It is not available 
from the registry office. They merely keep a record of the business they do 
from day to day and year to year. 

Mr. Hacxerr: Are there no figures showing the percentage of nO 
held on various farms by the various farm loan boards, for instance? 

Dr. Coats: Yes. 

Mr. Hanson: That, of course, should be available. 


Dr. Coats: For instance, we have the report of the Saskatchewan Farm 
Loan Board. 


Mr. Hanson: The Farm Settlement.and Loan Company of New Brunswick? i: 


Dr. Coats: Quite so. 

Mr. Hacxerr: Giving the proportion? 

Dr. Coats: I do not remember. The farm report is quite a thick ee 
voluminous report. I happened to have the Saskatchewan report not long ago, 
and it was pretty thick. 

Mr. Bowman: It is very difficult for Dr. Coats to give us that picture. 

Mr. Geary: Would there be anything to show the difference, if any, in a 


person borrowing in 1914 and paying ‘back in 1924, or 1925, and a Pe bores ee 


rowing in 1924 and paying in 1934? | 
Dr. Coats: Not from our figures. The only figures we have—we never — 


attempted to keep those figures before 1931. We have no corresponding figures we 


before that with regard to the past. 
Mr. Geary: There is nothing in your statistics to indicate the difference? 
Dr. Coats: No. 


Mr. Geary: In regard to the situation of a man who borrowed in 1914 or 
_ 1925, each one payable five years later? 


Dr. Coats: No; we have nothing directly available on that and it would be 
a very difficult undertaking to analyze a list to see the year in which they were 
floated. The price index measures very correctly, and that taken in conjunction 
with what is well known to be the prevailing rate of interest in those years, would . 
indicate what you are after. One knows what the farmers paid in the way of 
interest rates in 1914, and we also know what the prices were in that year.. 
whether up or down— 


The CuatrMAN: I would suggest we now leave the question of interest. Wie a es 


must deal with it-later. We are now dealing with the question of private debts. 


Mr. Hanson: In addition to the interest rate paid by the farmer, have vous e eae se 


any data of the service charge, so called, paid by the farmer? 


TS NS LS a: ba ae alee Sie ee 


BANKING AND COMMERCE | 29 


Dr. Caine: Well, — 

Mr. Hanson: For rentals of his land, and things like that. 

The CHAIRMAN: That will come ieee another heading. 

Mr. Bowman: Did I understand Dr. Coats to say there was one more item 
of indebtedness? 

Dr. Coats: There is the subject of book debts. We know that last year in 
Canada there were about 25,000 producing industrial concerns; we know there 
were about 170 trading concerns, and we know there were about two and a half 
million families. Now, every one of those has a probable debt, some sums in 
the form of book debts on the books of somebody else, but there is no means 
whatever of knowing them exactly. 

Mr. Hackett: Do you make any distinction between direct liability and 
collateral liability? 

Dr. Coats: No; I was thinking of book debts, which are hand-to-mouth 
debts, as it were; that i is, the ordinary family owes the butcher and the baker, 
and so forth, and there are two and a half million families in Canada, and you 
have an idea of a family’s ordinary indebtedness, as well as I have. 


The committee adjourned at 12.80 o'clock, to meet again at the call of the 
Chair. 
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APPENDIX “D ” 


A. STATEMENT OF BONDED INDEBTEDNESS OF CORPORATIONS 


= Be 
. Railways exclusive of bonds guaranteed as to Sa : 
principal: or iaberests SS 2 Sy $ 919,000,000 
Canadian National Railways... .. .. .. ..°.<$ 229,000,000 
Canadian eines Ree fared sa ae veg oso BLO NOR 000 
Other. SH ae ees pee era a ee 1 OOO OU 
$ 919,000,000 
II eS 
MANUFACTURING COMPANIES 
Total. = PES Ra Pa cee -$ 498,092,379 
Vegetable products. . Pg Sau oe eee ee eo 
Animal products (except textiles) . Nae Sree OR et 16,044,042 
Textiles... Sa aod ea ee ee eee 
Wood and paper products. . Poa ee ey Oe a yee ee ee 
Tron and tte products... feo ek Oe cen sae 87,786,212 
Nonferrous iietalso. 02 ee a SD ae 
Non-metallic minerals. : RS Seer os ha eae 13,544,300 
Chemicals and allied pr oducts. See a Bee 29,869,261 
Miscellaneous manufacturing industries, . See ree 9,282,360 
bes 8 Oe 
NoN-MANUFACTURING COMPANIES 
POUAL eins te $ 680,422,720 
Utilities (neuer companies, aay companies, ae \g 473,312,839 
Mines... . Parnes, Vi 363,758 
All other (includes merchandising, ‘fmancial and 
service corporations) .. 60.556. Se 169, T46,128 
IV 
Grand: tobabis Sos Gee oe ee ee a $2,097 ,515,099 


B. BANK LOANS 


Statistics of bank loans in Canada may be obtained as at the end of any 
month from the monthly bank statement. While there are six items in the 
bank statement that are described as loans, one of these is “ Loans to Govern- 
ments,” a figure already taken care of in the debtors’ statement, while two 
others deal with “ Loans Elsewhere than in Canada.” The items regarding 
loans within Canada are “ Call and Short Loans in Caanda,” “ Other Current 
Loans and Discounts in Canada” and “ Non-Current Loans.” The total of 
these three items as at January 31, 1933, the date of the last bank statement, 
was $1,059,269,650. The items are as follows:— 


Call and Short (not exceeding thirty days) leans in Canada 
on stocks, debentures, bonds and other securities of a suflicient 


marketable value to cover.. .. Feehan ave Sale 99,998,855 ‘ 
Other current loans and diseounits in E Onnada: = Peas eee ee 945,740,389 
Non-current loans, estimated loss provided for... .. 2... 2.00. 13,530,406 


$ 1,059,269,650 


—_—__— 


Farm MortTGAGcss 


At. the census of 1931, the following questions with reference to farm 
mortgages were placed upon the agricultural schedule to be answered in respect 
of all owned farms:— 


Total mortgage on this farm; Jume 4,-1938P3~. os. Re ee Sich ae 
Eyberest. paid: in L930 oc Meee cei ee Oe eT ea ae em rae cage fee a eee 


The report was asked for only for owned farms, as tenants In many cases 
would not know whether their farm had been mortgaged by its owner or not. 


Peented farms are probably not Se to the same extent 
arms. It seems probable ods the grand total of all farm mortgages 
ould reach $700,000 ae 


ebt ¢ to. be foo Gace ee 31 metus aoe 
by an instrument called a “ mortgage * but siege 
leeds of trust, judgments, or by any other legal = 
‘es of the nature of a as and which has. the 
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House OF » Commons, 
THURSDAY, ae 23, 1933. 


tx oe amnilice: on Manlane and Commerce ae ae ne at 
— Matthews, chairman, presided. 


S ; present: ‘Messieurs Arthurs, Baker, Bowman, Casgrain, Donnelly, 
Gagnon, Ganong, Howard, "Hurtubise, Irvine, Lawson, Mackenzie > 

r Centre), MacMillan (Saskatoon), Matthews, McPhee, Morand, 

ee Pettit, Power, ‘Robingon, Sanderson, Speakman, Spencer, oe 


Pp Bobs Esq., K.C., ‘Senior Advisory @aticsl ee: of Justice, 
wa, answered questions re jurisdiction submitted to Deputy Minister of 
28. (For questions, see page 1x, Minutes of Proceedings, No. 1). 3 


‘here was read a copy of a letter from the Attorney General of Nova Scotia 
1 which were answered the same questions. (For letter, see Appendix ‘E”, ~ 
ee : ne 


' ) L. McRVOY, es 
“Clerk of the Committee. ae 


| MINUTES OF EVIDENCE 


Housr or Commons, 
ee THURSDAY, Maron: 23, 1933. 


A The Select Standing Committee on Banking and Commerce met this day at 
-am., Mr. R. C. Matthews, Chairman, presided. 


‘The CuairMAN: I shall ask the Clerk to read a communication which ie 
m received from the Secretary of State. 


The Crierx: The Secretary of State forwards a letter which was received 
him from the Provincial Secretary of Nova Scotia. (Reads). (For letter, see 
Appendix “E”’). 7 
_ The Cuamman: At the last meeting of the Committee, Dr. Coats submitted 
statement on bonded indebtedness on corporation, bank loans and farm 
nortgages, which has been published as Appendix D to the Proceedings and 
Evidence. At that time, a memorandum on private debts was distributed to 
the committee. Before passing from that subject, I have arranged with Dr. Coats 
answer any questions that members may wish to ask him in regard to the 
memorandum presented at that time. At the next meeting, if Mr. Varcoe com- 
‘pletes his submission this morning, we shall take up item No. 3 of Mr. Speakman’s 
‘memorandum, and discuss rates of interest. Are there any questions to ask 
‘Dr. Coats in regard to the memorandum on private indebtedness? 


Mr. Spencer: I should like to ask if Dr. Coats included the amounts loaned 
under the Long Term Loan Act? 


Jas Dr. Coats: I am not sure that I quite grasp what you are asking, Mr. 
pencer. 


o Mr. Srencer: I want to know if you have included the amount loaned 
~ under the Long Term Farm Loans Act. 


Dr. Coats: In the statement of farm mortgages? 
Mr. Spencer: Yes. 


= Dr. Coats: The statement I gave on farm mortgages was based on a return 
Realincted at the census of 1931 as a result of a personal visit of the enumerators to 
the farm in Canada. One of the questions they asked has reference to the 


ae 


mortgage indebtedness of the farm, which would include all mortgages from 
whatever source the money was obtained. 
3 The CuairMAN: The statement Dr. Coats has given is a result of information 
obtained by enumerators in the census of 1931. 

Mr. Bowman: You are referring to the mortgage census, Mr. Chairman. 
e 
The Cuarrman: Yes. 

Mr. Bowman: Is that the matter under discussion now? 
a8 The CuatrmMAn: As I have. intimated, Dr. Coats is here to answer any 
questions in regard to the memorandum distributed last week. I do not want 
any member of the Committee to feel that ample opportunity was not given him 
to ask questions. 

2 Mr. Srantey: Mr. Chairman, I regret that I was not able to stay until 
the meeting was concluded last week. In regard to mortgages on urban properties, 
Ce those figures included in the memorandum or is there any method of securing 
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that information from Dr. Coats’ bureau? What steps are to be taken to giv 
us information along that line, or does the Committee consider going into tha 
phase of the question of debt? | Fass 

Dr. Coats: At the last meeting I gave a figure as supplied by the Dominio 
Mortgage Association. They supplied us with the amount of their outstandin 


mortgages on urban properties. The total was $765,000,000. 
Mr. Stanutry: Where is that? | ae 
Dr. Coats: It is in my evidence of the last day’s proceedings. 
The Cuairman: It will be found at page 25. 
Dr. Coats: It is not in the memorandum I submitted. 
Mr. Stanuey: I have it. 


Dr. Coats: $765,000,000. I may say, since our last meeting, I have had ¢ 
letter from Mr. Appleton, the secretary of the Dominion Mortgage and Invest- 
ment Association, to whom I have sent a request that he separate, if possible, this 
$765,000,000 by provinces. He has, as of March 10, been able to Separate 
$571,000,000 by provinces, and he hopes to be able to bring that figure higher 
I can give you the figures as separated for $571,000,000 of the $765,000,000, 
but perhaps it would be well to leave that for the moment. 


Mr. Bowman: I think it would be all right to put it on record, and get the 
rest later. . | 


Dr. Coats: Very well. Shall I read the figures by provinces? British 
Columbia, $37,014,200, making 6-47 per cent; Alberta, $10,953,265, making 1-91 
per cent; Saskatchewan, $17,461,525, making 3-05 per cent; Manitoba, $40,740,604 
making a total of 7-12 per cent. 3 | 

Mr. Spencer: Forty millions? 7 Bee yo 

Dr. Coats: $40,740,694, making 7-12 per cent; Ontario, $229,564,046, making 
40-14 per cent; Quebec, $233,862,151, making 40-9 per cent; Nova Scotia, 
$1,210,204, making -21 per cent; New Brunswick, $1,163,686, making -2 per 
cent; Prince Edward Island, $3,432,—Prince Edward Island obviously is very 
incomplete. : Cae 5 

Mr. Stantey: How wide, or how large, a proportion of the probable loans is 
included in the figures given by the Dominion Mortgage Association; is there any 
way of knowing? ; 

Dr. Coats: No. As I think I explained at our last sitting, the figures that 
were supplied represent inside that $765,000,000 pretty inclusively all loans made 
by corporations. We know, independently, what is included is included in that 
$765,000,000; but we also know that the insurance companies have $360,100,090 
on urban mortgages. But undoubtedly a very large factor in the urban mortgage 
situation are the mortgages that are held by individuals. That is a favourite 
form of making investments of more or ‘less large sums; and, as you all know, 
- it is done by individuals themselves, and through legal firms. There are legal 
firms in Toronto that do a very large business of that kind. | : 

Mr. Lawson: They do practically nothing else. “eee 

Dr. Coats: I have heard of one firm that does practically nothing else, as 
Mr, Lawson says, and whose business runs into very big figures. The proportion 
of what this $765,000,000 is of the whole, is something that I know nothing 
about. | | 


Mr. Irvine: Are not all those mortgages registered under the Provincial 
government laws? itt 


Mr. Bowman: No. , os 
Dr. Coars: I do not think go, necessarily. I suppose most of them are 
registered at the local registry office. 5 a Re ee es 
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vee ene Or at the Land Titles office, but no record is kept of the 
3 ‘saat of the mortgage, except the original amount. | 
‘ ha ‘Dr. Coats: It is impossible to obtain those from the rence office. The 
h eee office merely records in annual reports the amount of business they do 
_ year by year. 
ee Mr. Lawson: You would need a staff of several hundred clerks over a period 
} of many years to compute it. 
i: Dr. Coats: It cannot be done at all, as a matter of fact, because the registry 
offices have no records of the payments made on mortgages. All they know is a 
_ certain mortgage is registered at certain times. That is the beginning and the 
€ end for the registry office until it is discharged. 
| _ Mr. Lawson: You would be unable to distinguish how many were collateral 
_ security on something else. I do not think it would be possible to compute it. 
e Dr. Coats: Quite impossible. I know many years ago in an attempt to 
_ obtain this, I looked into the procedure in registry offices in the various prov- 
rs inces—they differ slightly in each province— 


By Mr. Vallance: 
: ©): When the census was taken fast time, according to your statement the 
‘2 ne day, showed that 49 per cent of the lands i in the province of Saskatchewan 
- were without mortgage. In taking the census, is that question asked specifically, 
Es or how do you find it? How would the information be obtained that 49 per 
i cent of the lands in Saskatchewan were without mortgage. I am not doubting 
-. your statement, but have you any way, as a statistician, of knowing what per- 
: ( centage of the 49 per cent is actually owned and operated by the owner of the 
land—aA. Yes, 49 per cent, or whatever per cent it is, is the number of farms 
that reported to the census enumerators that they were not under mortgage or 
Se any similar liability; that is, under any legal attachment of the nature of 
a mortgage. 
Q. What I want to get at is, that would include all land whether the owner 
was a railway company, the C. NR. or the CP. R., or others who have probably 
acquired land through the. foreclosure of mortgages?—A. The question was 
-askel only of owners, in the case of farms that were owned by the operator. 
i Q. Are we to understand that 49 per cent of the farms in the province of 
ee ichewnn, owned and operated by the owner, are without mortgages?—A. 
- That is what our figures show. 
Q. Surely, Doctor, that is not correct?—A. I have not our report before me. 
; Mr. Lawson: The figures are in a previous report. 
‘ Dr. Coats: If Mr. Vallance would look at our report—I mean this report 
on farms issued by our Bureau. 
Mr. DonneELty: It is in this blue report. 
Mr. VALuANcE: I have not seen this. 
Dr. Coats: That report gives the figures you are asking about. 
ine: Mr. VALLANCE: On this particular question, in dealing with the matter on 
_ the floor of the house, the Prime Minister astounded me, and I challenged his. 
statement, that 49. per cent of the farm lands in Saskatchewan were without 
mortgage. And I now ask you, do you say that 49 per cent of the owner operated 
- farms in Saskatchewan are without mortgage? 
' Dr. Coats: Well, I am saying if it is in that report, it is so. I have not 
the report before mé. Is it? 
; Mr. Lawson: Whatever was stated was the percentage. 
Mr. Moranp: Forty-nine is the per cent given. 
‘Dr. Coats: Then that is right. 
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Mr. DONNELLY: This does not include agreements of sale. The point about 
it is that there are hundreds of farmers out there that do not own anything in 
their farm at all. They bought land on half crop payments from the C:P:R.,- 
and they have no equity in the farm at all; they have an equity of a thousand 
dollars, and this is all; and as far as that 1 is concerned it is clear title land, all 
owned by the C.P.R. but the farmers operating the land, have no mortgage 
against the farm.. They have only agreements of sale, and they are paymg. 
under agreements of sale. 

Mr. Bowman: That is not the information we got the other day on the 
subject. 
~ Dr. Coats: May I explain the question that was asked on this census 
schedule on this point. On the farm schedule which was taken by an enumerator age 
to every farm, this question appears: = 

The total mortgage on this farm, June 1, 1931, 


with a blank to be filled in. Now, he was asked +o obtain the interest head in. 
1930. This instruction was given to the enumerator: a 
This question must be asked of all farm operators who own all or coe 
part of the land they operate, but not of tenants or managers. eS 


The reason we do not ask tenants and managers is that they have not the 
information, and they would guess it. 


If the amount of the mortgage reported under Inquiry 31 exceeds = - Rs 
the total value of the land as reported under 28, the enumerator should | 
state the reason in the margin of the schedule; 


that is if there was anything in it that looked like. a foolish answer. 2a eo 
The mortgage debt to be reported under Inquiry 31. includes not == 
only the debt secured by an instrument called a “mortgage” but also 
debts protected by deeds of trust, judgments, or by any other legal 
instrument that partakes of the nature of a mortgage and which has the aes 
same legal effect. The answer to this question should not include any 
debts covered by crop liens, nor any debts secured by liens on implements  —— 
and machinery or on live stock. It has reference only to a debt secured — 
by a mortgage or by an equivalent legal instrument on lands and build- — 
ings. 
Mr. Lawson: That is about as broad as one can make it. 
Dr. Coats: Those instructions were given to the 15,000 odd enumerators — 
that we employed, to govern their actions in getting this particular information. 
Mr. VaLuance: Then, the question has been prompted from behind as to 
what is the percentage - tenant farmers in Saskatchewan—you state in the eae 
instructions to the enumerator that he do not consult tenants. Agee 
Dr. Coats: He should not. eae 


ee. 


Mr. Vauutancr: So that farms that are now being oper coe = tenants do “ 
not enter into these figures? eu 
Dr. Coats: Quite so. : 7; i 
Mr. Vauance: All right. That is 50 per cent of the ae in Siskatehewen ae 

in my opinion. 


Dr. Coats: Well, we could tell you exactly what it is, from our TepOTle: eyune 
Mr. Lawson: The report gives you the percentages. ee earicl 
Dr. Coats: I think the total number of tenant farmers is 70 odd thousand | 
in Canada.. I am speaking from memory. 
The CHAIRMAN: In Canada? 
Dr. Coats: In Canada. I don’t remember by provinces. 
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Mr. Boron eu you tell, fois this memorandum, with respect to the 
province of Saskatchewan? 


Dr. Coats: Yes. 


Mr. VALLANCE: Would you consider an individual who is operating his 
fink under a crop lease, to be the owner or the tenant of the land? What do 


you designate him as, as a tenant, or owner, of the land? 

Mr. Lawson: That is a question for a lawyer, hardly for a statistician. 

: Dr. Coats: The total number of farms in Saskatchewan was 136,472; the 

number of tenants was 21,044. 
Mr. Lawson: That is a long way off fifty per cent. 
_ Dr, Coats: The number of owners that were designated is 90,691. 
Mr. Vauutance: That is what I asked vou; in the instructions to your 
_enumerators, what is designated as a tenant? Is a man operating a farm on 
a crop lease basis recognized as a tenant or owner of the farm? 

| Dr. Coats: Well, gentlemen— 

Mr. Vauuance: That operator has no legal status; that is the difficulty, 

Dr. Coats: You must remember, gentlemen, that this question—we could 
not. begin to instruct our enumerators on the legal questions, the innumerable 
points of law that come up in connection with any industry. I assume that 

_ what the. ordinary enumerator did in filling out his schedule: was to ask the 
farmer, “ Do you own this farm?” And iE the farmer said, “ Yes,’ it was 
assumed that he did. And if the farmer said, “No, I am only a tenant,” or 

_ I am only this, that or the other, then he was put down as such and so. 

Mr. Pics So that a farmer operating under a crop lease is put down 
as the owner; that would be assumed? 

Dy. Cours: Would you think so? I could not answer that question. 

Mr. Bowman: Not at all. 

Mr. Donneiuy: I myself have half a dozen farms sold to people that have 
not a dollar in them—under half crop payments—and they have not a dollar 
in the land or in the property, and yet they are put down as owners, although 
these people have not a dollar in the land at all. 

- Mr. Bowman: And it is sold subject to mortgage too. 

Mr. Donnetiy: They have not the deed of the land. I have the deed of 
the land. They have the property. 

Mr. Howarp: May I ask Dr. Coats a question: according to his own figures 
that he gave us, the figures stated there, 136,472 farms in Saskatchewan— 

Dr. Coats: Yes. 

Mr. Howarp: ‘Then you have your tenant farmers, which you said were 
21,044. 

Dr. Coats: Yes. 

Mr. Howarp: And your owned farms, 90,691; adding the two fapehee one 

can see other farms coming in some other category. 

i Dr. Coats: Yes, There are two other categories. There are a number of 


part owners and part tenants. There are 24,737 of part owners, part tenants. 
Mr. Donnetuy: What page is that? 
Dr. Coats: It is on page 17 of this interim report. 


Mr. VauLaNce: That would take in a farmer who probably owns his home- 
stead, for instance, and rents some other land adjoining his homestead. 


| | Dr. Coats: Yes. 
. 


Mr. VALLANCE: That would cover him. It does not take care of the fellow 
j jl have asked you about, who is operating under a crop lease. I do not wish 
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to press the point, but the thing I am trying to get-is that these figures—I do 
not doubt the sincerity of the compilation of the figures, I think those who 
compiled them were sincere—but they can be misleading. I do not think they 
are true as far as the province of Saskatchewan is concerned. If 49 per cent 
of the land in the province of Saskatchewan is without mortgage, why have 
we to pay so much in farm relief to-day? Why, these fellows could go and 
borrow money on the land, if they have 49 per cent clear of mortgage. The 
thing appears to me to be ridiculous. 


Dr. Coats: Now, the only way to prove the accuracy. of the census figures oe 
is to give me specific cases. We are constantly met with just such statements 
about all census figures; and I hope you will not think that I am exaggerating ~ 
when I say that nine times out of ten, the census figures are correct. _ | | | [ 


Mr. Bowman: Hear, hear. 
Dr. Coats: One of the commonest things that happens on the conclusion ae 
of every census, is the statement from this, that, or the other, city, “Oh, you od 
have missed large numbers of our people.” Why, in the census of 1921, in the 
case of Montreal, there was so much agitation against our census figures that 
the daily press took it up and printed a form in the paper which they asked 
individuals who thought they had been missed to fill in and send to the city 
hall. That was done, and the city hall forwarded a number—I think it was _ 
twenty odd thousand—of persons who sincerely believed that they had been hae 
missed in the census. We found 19,000 of them actually there, by actual search © ae 
in the records, and we found reason why a great many of the rest should not be Aa 
there. They were enumerated somewhere else. A man had a house at Hudson | 
Heights and was practising law in Montreal. He was not enumerated in Mont- — x 
real, but he was enumerated in Hudson Heights. He did not live in Montreal. a 
The census was a de jure census, not de facto census. I can give you an illus- 
tration where Saskatchewan sent in large supposed additions to the census—I 
think it was 1926—2,000 names of persons who had been ‘“‘missed.” We found 
97 per cent of them had actually been enumerated and yet those “missing” 
names were sent in in all sincerity. 3 
A rather amusing incident occurred in connection with this same thing. J © 
had a visitor—a member of the Senate—who told me, at length, how he had =—s_— 
made careful inquiry, and not a member of his somewhat large household could ot 
have been enumerated. But every one of them was there—his sister-in-law, a 
Scotch servant, and two or three others—in full detail. There was not an 
omitted figure about it, and they were all correct, as he admitted afterwards. 
Yet he took the trouble to come to my office to advise me, in a perfectly friendly 
way, that there had been a bad slip up. That is the sort of thing that we are 
up against in the census. 
Mr. Irvine: Are not there exceptions to the rule. 
Dr. Coats: There are. 


Mr. Irvine: I mean a question put by the enumerators cannot exactly { < 
cover the whole field? The figure is no doubt accurate enough, as far as the / 
question goes. ee 

- Dr. Coats: Unquestionably it is a ticklish question, one of the disabilities (gee 
we are under—all along the line—in statistical work, is that we have to deal ¢ rtion 
with subjects that are recondite and many sided, highly intricate, filled with thing 
all sorts of legalistic phrases, and we have to put it in such a way that the man 
on the street can answer the question and another man on the street ask it. 
Take the question regarding nationality in the census. Nationality is one of. 
the most difficult points in law, and yet we have to tabulate it—get data about | 
the nationality of all the people of Canada. This question of ownership, what 4 are | 
constitutes ownership, I imagine, is one on which some could write a tolerably  _—_ 
long essay. We have to assume, for census purposes, that a man who is asked | 


| 
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ia A ae ne owns: ee farm, eee whether or note does; and if he says he 
owns it, we assume that he does, It may be that under some of the circumstances 
| you mention differences of opinion may arise; one man might think he did own 
land and another man might think he didn’t, under such circumstances. 

, Mr. Vauuance: Dr. Coats, have you, within your records, any statistics 
that will show the percentage of farm lands in the province of Saskatchewan 
alle that are owned and operated by the owner? As you state there at the census 
“Shee of 1931—every farm owner in Canada was asked, for the first time, to state the 
| total mortgage on his farm. I suppose that means the owner operator of the 
Bees farm, does: it? 

pore Dr. Coats: Yes. 


; Mr. VALLANCE: It only says the owner of every farm—of every farm owner. 
a Dr. Coats: Well, that means owner and operator, because it would be 
impossible for the census enumerator, in a rural district, to follow up the owner- 
ship of land that was held outside. 
‘ Mr, VALLANCE: Dr. Coats, these figures you give now are of farm owner 
a operators? 
Dr. Coats: Yes, occupiers, the ordinary case where a man owns a farm 
5 and is working it himself. 
Mr. Bowman: Sure. 
Mr. Vauuance: If the Committee will excuse me—TI have the privilege 
‘ of living in one of the very best financially fixed municipalities in the province 
is of Saskatchewan, and I know that those figures will not bear out in that 


municipality, 49 per cent, even on the land without mortgage, never mind the 
farm owner operated land. 
Mr. Moranp: Perhaps you are like the man from Montreal. 

Dr. Coats: There is, unquestionably, in all statistical inquiries, room for 
error. Now, I might say that we undertook this question in respect to mort- 
gages with extreme reluctance. We thought it over a very long time before we 
put it on the schedule, and it was only in response to very urgent representa- 
tions of the farmers’ organizations that we did put it on; because there is a 

) natural reluctance, I think, on the part of a good many to disclose personal 
- facts of that kind. There are still some people who think—I feel they are 
3 becoming fewer and fewer, I think it is getting easier and easier to ask ques- 
tions of this kind, because people have come to see that it 1s a business matter, 
_-- unlike years and years ago—having a mortgage on a place was something that : 
¥ ne did not spread abroad. It is like women and their ages. We know per- 
xctly well that there is a very large percentage of error in the information that 

i , given to the census by women with regard to their ages, but what is given is 
-ery valuable information, because the error can be smoothed out. We can 
djust the final return to get out the truth. We find when we tabulate certain 
ge statistics of certain people—it is just as true of old men after a certain 
~ ge—the age is exaggerated. There are far more centenarians that you read 
: es in the paper than actually exist. There are very, very few centenarians, 

t nearly every issue of the newspaper has an account of a man who has had 

- one hundredth birthday. The fact is after a man gets to be ninety he 

| arts to boast about his age, and after a while he comes to believe it, he is 
tt to make a “century”; and he makes it. But these difficulties get smoothed 
__at, because in the curve that they are reduced to, we see humps for which 
bere is no explanation; we know, in an age curve, that there is no reason. why 
— aere should be a hump at, say, thirty- five, and then another one at forty. 
fhat means that certain ages have got into thirty-five and forty classes that 
should not be there, they should be distributed to other classes. Nevertheless, 


40 SELEC T° STANDI N ae 6 om M I OTE 


we get tolerably aenninle. statistics | ay the application ae a proper formula, 
and proper methods of i aghast out these curves. That, however, is by the 
way entirely. : 

This is the first time that this antigece question Hee even been . cee 
at the census. We have merely given out the crude figures now. These are 
just rushed through as the tabulations are made, without any particular examina- on 
tion of them. They are just given for what they are worth in the meantime. __ 
We shall later subject.them to all the possible means of analysis that we 
have, and when they are finally published, they will be statistically correct. — 
In the meantime we have no reason to suspect their authenticity. 


Mr. Spencer: I am glad now the question was asked in regard to nee 
I do feel, as some of the hon. members mentioned hers, that the figures are 
entirely too low; that Dr. Coats probably can check up. But for most of us = 
who live on the prairies, and have for a great many years, and know con- 
ditions, we feel that while the enumerator may have tried to get the facts, — 78 
these figures seem altogether too low. et 


Mr. Moranp: Has any attempt been made to get information from Mr. eu. 
Appleton in respect to farm loans, and to check those back against the figures) 
from the census, to see what percentage was corporation and what other per 
cent would be private loans? ees 

Dr. Coats: We did not; Mr. Appleton would not know more ‘than any of - 
us about private loans. 


Mr. Moranp: No; what I was referring to was, if we ae the amount 
that corporations held of farm loans, they would give us the percentage, know- 
ing definitely the census return would give us the percentage of private loans. 

Dr. Coats: We have not got that figure here from Mr. Appleton. Of course = 
it would be a very big undertaking to check up from such sources against the ae 
information we have got from the farmer. Maybe it could be done, but A 
would be an enormous undertaking, in the case of individual mortgages. 

Mr, Moranp: I mean simply a lump sum would give us the percentage. 


Dr. Coats: I have not got that from Mr. Appleton, but we will ask him “oes 
for it. 


Mr. Moranp: It is of great importance, I think. 


Mr. Bowman: With respect to loans on farms, rural properties, would nob 2 
you get more or less a check of it by getting a similar statement from Mr. eee 
Appleton, similar to this given you with regard to urban property? eee 

Dr. Coats: Yes; I think that would be a good idea. We will do that. Of oe oe 
course, Mr. Appleton will only speak for the mortgages that are placed ae the oe Sees 
companies in his Association. Benes ok 

Mr. Bowman: Yes; it would be subject to the same correction, or by the ce 
addition of whatever private mortgages have been placed in different, sources. ere 

Dr. Coats: Yes. For instance, we have this fact that might throw a little s 
light on the question just asked. The investment of insurance companies in 
mortgages totals $437,000,000, of which urban mortgages account for $360, 000,- 
000 and farm mortgages for $77, 000,000. The total of farm mortgages ae Msur- ys 23 
ance companies in Canada is $77, 200 ,000. oR 


Mr. Moranp: But you have not got the loan compas ee: Bee 

Dr. Coats: No. os | 

Mr. VALLANCE: I notice here in this compilation of figures you have on = 
the values of farm lands, in the province of Saskatchewan, you have got $29.94 _ 


as the acreage value of the land. Is that assessed valuation: is that VAR IAOR 
for taxation purposes, or how did you arrive at the gc ens . 
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_ Dr. Coats: That is the census valuation. The farmer is asked the value 
of his farm, and the acreage. 
Mr. VALLANCE: And it is averaged on that? 

Dr. Coats: It is simply the average derived from that, the total value of 
the farms in Saskatchewan are taken, and total acreages of the farms comprising 
them. 

Mr. VAuuAnce: The reason I ask is that, in the province of Saskatchewan, 
last year, for the first time in the history of the province, we find them not taking 


action by way of sale of property for the collection of taxes, but seizing and 
selling the produce of the farm, because the farm is not worth the taxes that are 
against it—cannot be sold for them; yet we submit to figures like those of $29.94 


as a valuation, when the land itself will not pay the taxes when put up for sale 


nobody will buy it for taxes—and they seize the produce of the farm; and this 
statement goes out throughout Canada, that 49 per cent of the farm lands of 
_ Saskatchewan are without mortgage, and at a valuation of $29.94. Conditions 


do not prove it—they do not verify those figures. 


Dr. Coats: Well, Mr. Vallance, these are the values that the farmer him- 
self puts on. Of course those are 1931 figures, you know. 


Mr. VALLANCE: What is that? 
Dr. Coats: Those are 1931 figures. A great deal of water has run over 


_ the mill-dam since 1931. But I can only say that this value is the value that 


the individual farmer gave to the enumerator. He was asked, “What is the 
value of your farm, how many acres have you?” I think there were six hundred 


__ euestions on the schedule—I would be very glad to bring the schedule and let 


you see exactly what was asked. 
Mr, DonnELLY: What were your instructions to your people taking the 


- census? Were they to ask the man what he thinks the value is under normal 


conditions, or at the time of taking the census? 

Dr. Coats: I do not remember the particular phrase, but I can send you 
a copy of the book of instructions. I have read you the instruction on mort- 
gages. There are similar instructions about everything. The enumerator is 
given a definite lead as to how to colleet these figures. 


Mr. VaLuANnce: Dr. Coats, this is the last issue of any census figures that 


_ to-day is in circulation? 


Dr. Coats: Yes. 

Mr. VALLANCE: The one that I hold in my hand? 

Dr. Coats: Yes. 

Mr. VALLANCE: So if any individual wanted information that is contained 


or is likely to be contained in this book, he would naturally get this book and 


look it up? 
Dr. Coats: Right. 
Mr. VALLANCE: So that if he is looking, in the province of Saskatchewan, 


for the average valuation of acreage under cultivation in the province of Sas- 
katchewan, he finds $29.94. 


Dr. Coats: Yes. 
Mr, VAuLANce: I am awfully sorry these figures went out, because they do 


- not tell the truth; they cannot tell the truth. 


Mr. Ganona: It is based on the census of 1931. 


Mr. Vauuancr: I know; I am not disputing that fact, but the picture given 
in this is fair, it is not fair to the farmer; it is not fair to the province of 
Saskatchewan, to put a valuation on the farm lands of Saskatchewan where the 
farmer to-day cannot go into the bank and borrow one dollar on it, and even 
were the 49 per cent really without mortgages— 
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Dr. Coane How would you suggest you get the walt of the faba lands 
in Saskatchewan? How would you suggest you should get it? 


Mr. Howarp: May I make a suggestion to clear up the trouble. ‘Dr. Coats = 
I will submit to you particulars of several farms I own in Saskatchewan and _ 


Alberta, and you can check them back and see what your records show, and then 
you will see how accurate they are as to price and everything else. 


Dr. Coats: Quite. That is the only way. There is no use talking in 
generalities, give us cases; if there is a case where a farmer has said his farm 
is worth $5,000, and it is only worth $1,000, where is the case? Let us see it. 

Mr. Srirr (Selkirk): He may have paid that for his land. 


Dr. Coats: We assume the best source of information as to the valuation 


of his farm in the farmer who owns it. We ask him what his farm is worth, and 


he answers; and in so far as we put him under penalty for misinformation, if he 
answers that falsely, he can be put in gaol. The answers that are given to the 
census inquiry have the effect of a sworn declaration. 

Mr. DonngELLy: Dr. Coats, you can see this, if you asked the farmer “ what 
is the value of your farm to-day,” he would say “ nothing ”; but, under normal 
conditions, it is worth so and so; if you asked him what the value of his farm 
was, under normal conditions, he would probably give you this valuation, but 
if you ask him what it is worth to-day he would say it is worth nothing. 

Dr. Coats: That is undoubtedly true. 


Mr. Bowman: What we want is the value under normal conditions. 


Dr. Coats: The valuation was asked as of June, 1931. I think the instruc-— 


tions to the enumerator was that it was to be a fair valuation, not an upset price, 
or at sale under distress or anything like that, but that he was to state that a 
fair price. I am very sorry I did not bring the book ve instructions, because a 
could tell you exactly what we asked them. 


Mr. Speakman: I have a farm that I am not operating myself at the 


moment, and if I was asked to'give a value of the farm at the moment, I would 


not be able to do so. I could not sell that farm for.a dollar because of the ~ 


conditions that exist out there. It is worth nothing at the moment, but when 
I was asked to put a value on it, I put it down at what I recone to be a fair 
value in average times. 

Dr. Coats: Well, that is what we did, and that I suppose, everybody did. 
May I say one word further. The enumerators who were chosen for the taking 


of the census in the rural districts were farmers mostly; that is, persons with an — 


intimate acquaintance with Canadian agricultural life. A man who is familiar © 


with values in the district and who is known in the district, can get pretty close 
to values in ninety-nine cases out of a hundred. They were assumed to be of 
fair average intelligence, and to have more than an average knowledge of farm 
conditions. And, on the whole, I think we secured very competent men to act as 
our rural enumerators. 

Mr. Speakman: It seams to me that the difference in values SiKiod upon. 
western farms is given by persons who should know better than others what 
they should be?—A. It is the same principle. 


By Mr. Willis: 


Q. It seems to me, Mr. Chairman, that by taking that acreage price you 
- might arrive at a fairer average. If you ask a man who has what you might 
call undue pride of possession he will probably set his price up, but if you ask 
a man who has not been successful on his farm what he values his land at he 
will tell you it is worth nothing, whereas in reality it is of value. So that by 
taking the average value I think your result is fairly accurate, especially when 


you have the main value of the farms in the district. I think what you get 


from that will be fairly accurate. 


- 
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Soy. The CHAIRMAN: Now, Mr. Varcoe, of the Department of Justice, is here, 
and is prepared to say something on the legal—the constitutional—aspects of 


this enquiry. Shall we hear from Mr. Varcoe this morning? Agreed. 

aie oS: Freperick P. Varcor, called: 

i The Cuatrman: Gentlemen, Mr. Varcoe will make a short statement first, 
- and then you may ask any questions you desire. 

Be Mr. Varcor: There were four questions submitted for answer. The ques- 


tions appear in the minutes as printed, and I will not repeat them. 
Section 91 of the British North America Act vests in Parliament the 
____ exclusive authority to legislate in respect to certain enumerated matters, and one 
of these is interest. 
It would appear that Questions 1, 2, and 3 should be answered in the 
affirmative. That is, Parliament has the power to fix the maximum rate of 
interest which may be charged on loans granted by corporations, by private 
individuals, by Provincial or other than Dominion corporations, and, finally, 
Parliament has the power to fix rates of interest in respect to bills of exchange 
and promisory notes. As to the fourth question, “ has the Dominion parliament 
power to enforce reduction of principal of debt in respect of loans made” by 
several classes of persons, the answer, I should say, is in the negative, because 
that subject matter would fall within the expression “ property and civil rights 
in the province,” which is a matter which is confided to the provincial legisla- 
tures. 
By Mr. Spencer: 
Q. Will you give us that last question again?—A. I shall repeat the whole 
of it: “ Has the Dominion parliament power to enforce reduction of principal 
of debt in respect to loans made,’ by Dominion corporations, other corporations 
and individuals. And then there is a paragraph, (b) “if necessary for the 
determination of the above questions, is any differentiation to be made between 
loans (i) secured upon real property; (ii) secured upon personal property; 
(iii) without security? Now, I am going to qualify the answer to paragraph 
(b) by saying that as banking is a matter which is exclusively within the 
authority of Parliament, then a bank loan would be outside the power of the 
province to deal with, and within the province of the Dominion. 


Mr. Stirr (Selkirk): Might I ask a question? 
| 4 : The CHatrMAN: Yes, Mr. Stitt. 


‘¢ 


By Mr. Stitt: 

Q. Could the Dominion parliament extend its jurisdiction through the 
avenue of bankruptcy, could they work in that way?—A. In the case of the 
reduction of loans? Are you referring to question No. 4? ) 

) Q. Yes—A. I would have some doubt about that. Such a question has 
not been before the courts; but I would be inclined to think that the expression 
“bankruptcy and insolvency” in section 91 refers to the condition of the 
individual, with reference to his capacity to pay his debts, and provides relief 
to that individual in certain circumstances. But to say that parliament could, 
under that heading, proceed to reduce all loans, I would think that is pretty 
doubtful. | | 
By Mr. Power: 

Q. As I remember it, the Civil Code of the province of Quebec prescribes 

an interest rate of five per cent when it is not specified in a contract made in 

the right of an individual—aA. I could not say what is in the Civil Code, Mr. 
Power, but the Dominion Interest Act contains that provision. 
_Q. I think it is five per cent—A. Yes, it is five per cent. 
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Q. In question 2, which is as follows: Gir the Dominten ers 
any power to prescribe the maximum rate of interest chargeable on loans gen- 
erally held by (a) persons, (6) corporations,” if this parliament were to pass — 
legislation prescribing that the maximum rate of interest chargeable on loans 
by corporations or persons would be 4 per cent—and there was a loan in the 


j 

i 
$ 

oe 


be aly 
= 


province of Quebec on which no interest has been specified, in which there had — 


been no contract with respect to interest—what would be the position of the 
defendent if he were sued and payment of five per cent demanded; could he 
set up the Dominion Statute which stated that 4 per cent was the maximum 
legal rate?—-A. I would say so, provided the statute in terms applied to his 
particular transaction. 

Q. Well, I am speaking of an undertaking of some kind in which a rate of 
interest was not specified. Now, the Civil Code specifies five per cent—A. Well, 
that may be so. I am not certain about that. 

Q. I am not certain, either—A. But the situation is that in some provinces 
there was a pre-Confederation law respecting interest, and to some extent, or 
in some cases, that law was not repealed and it is still in force. Now the Statute 
of Upper Canada is still in force in the province of Ontario with respect. to 
judgment debts. 

I suppose one reason which suggests itself why one would expect that the 
power of parliament should be limited, arises from the fact that it seems 
anomalous that parliament should be given the power to regulate the interest 
in connection with a contract which in every other respect is subject to provin- 
cial control, or to provincial regulation. But, nevertheless, there is the expression 


in the British North America Act; and it is rather interesting to notice that — 


in the first draft of the constitution, which was submitted to the conference at 
Quebec in 1864, the expression used was “rate of interest.” In the second 
draft, the expression appeared as “ interest,” and it is supposed that the inten- 
tion was to widen the power of parliament by striking out the words “rate of.” 
The question of the power of parliament has only been before the courts in 
two cases that I know of, and neither of them is, perhaps, of very great import-. 


ance. In both cases, however, so far as the cases are of any interest to us now, = 


the power of parliament was held to be exclusive. 

Q. I have before me—and might as well read it in detail—the article of 
the Civil Code of the province of Quebec, article 1785: “ Interest upon loans is 
either legal or conventional. The legal rate of interest is fixed by law at five 
per cent yearly.” And then is given the reference: “ 63-64 V. (Can.), c. 20 
(1900).” It would seem to indicate that the legal rate was fixed in the province 
. of Quebec at five per cent because it had already been fixed at five per cent by 
the Dominion of Canada.—A. Yes, that may be so. It is five per cent in the 
Dominion (Interest) Act. There is the provision that any rate may be stipu- 
lated, but if no-rate is stipulated, the rate shall be five per cent. 

Q. The article goes further and says: “ The rate of conventional interest 
may be fixed by agreement between the parties with the exception,” and certain 
variations are mentioned. “ (1) of certain corporations . . . which cannot 
receive more than the rate of interest therein mentioned; (2) of certain other 
corporations which are limited as to the rate of interest by special acts;” and 


“ (3) of banks, which are not subject to any penalty for usury, but which 


cannot recover more than seven per cent.’ That is in the province of Quebec. 
—A. I do not know what effect it has. 


By Mr. Lawson: 
Q. Is it your contention that the parliament of Canada might legislate to 


Ss 


reduce the interest rate on a contract respecting loans made in the provinces _ 


where we haven’t any legislation on it at the present time?—A. I can see no. 
escape from the conclusion parliament could, if it so desired. 
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ptions that are taken a it in ona 91, sand one of these is interests 
er one is bills of. exchange, and copyright, and patents, and so on. All 
, would fall within the seneral expression “property and civil rights,” if 
it were not for the fact that they had been excepted in section 91. 
tae Q. Mr. ‘Varcoe, have there been any decisions, or any dicta, in connection 
th the question of whether or not the Dominion has the power to regulate the 
: e of interest in respect to mortgages, of which you have knowledge.—A. There 
; one case, Bradburn vs. Edinburgh Loan Association, in 1903, in Ontario. In 
ut case, the provision which is now section 10 of the Interest Act was in ques- 
“That section provides that in the case of a mortgage loan for a period 
ing five years, a mortgagor may, at any time after five years, tender the 
pal and interest to date, and three months’ premium interest by way of, 
lieu of, notice. That section has an interesting history from the constitu- 
point of view. It was first enacted in 1880. In 1885 the proposal was 
in parliament to amend that section by reducing the period from five 
to three years. When the bill was before the House, Sir John Thompson 
that he thought it was unconstitutional, because—I think perhaps I have 
language he used—‘‘Because it seems to me that it is not a provision relating 
interest properly, but relating to contracts for the securing of money”, That 
to say, I imagine he meant that Parliament had simply utilized the device of 
~ legislating about interest to affect the duration of the contract itself, rather 
than the period durmg which interest would be paid. However, the bill was 
_ withdrawn, probably in view of that statement. But curiously enough, the 
section which had been enacted-in 1880 in exactly the same form, except that 
there was a five-year period instead of three, was left on the statute book, In 
- 1903, as I say, that particular section came before the Supreme Court of Ontario, 
~ and ‘after a very elaborate argument, Mr. Justice Britton decided that it was 
constitutional. Now, it does not seem to have been doubted that it was con- 
tutional, provided ‘that it was “interest” legislation and was not “principal” 
gislation: Do you understand what I mean? 


= as ‘not?—A. He said that it was constitutional; that it was not a colourable 
levice to d al with principal rather than interest. 


By Mr. Pettit: 


naar That cut off the right of the cea eaocs to accept anything more than 
x the three months’ additional premium. It was a compulsory method?—A. The 
section goes a great distance, you know. It is not perhaps, very important in 
its application, but it goes a great distance as regards the constitutional power:— 
Whenever any principal money or interest secured by mortgage of 
real estate is not, under the terms of the mortgage, payable till a time 
more than five years after the date of the mortgage, then, if at any time 
after the expiration of such five years, any person liable to pay or entitled 
to redeem the mortgage tenders or pays, to the person entitled to receive 
the money, the amount due for principal money and interest to the time 
of payment, as calculated under the provisions of the four sections last 
heh _ preceding, together with three months’ further interest in lieu of notice, 
eget further interest shall be chargeable, payable or recoverable at any 
. a on the principal money or interest due under the mort- 
Rec Net 
ste ti SIS ‘ 


ies 


hat. ae Anat is a eather of. anee 
; inion —A. Of course, aes evens ep 


. Did you say Mr. Justice Britton decided that it was constitutional or — 


ee Pe 


De, 
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wn 


The amount due for principal, money and interest to the time of payment is 


calculated under the provisions of the four last preceding sections. He could 


offer three months’ interest in lieu of notice, and no further interest was to be 


chargeable, payable or recoverable at any time thereafter on the principal — 
money or interest due under the mortgage. Now, you see, Parliament has not _ 


merely exercised the right to legislate about the rate of interest which shall 
be payable, whether the rate was one, three, or five per cent; but it has said 


under what circumstances interest shall or shall not be paid. So that, assuming 


that that section is constitutional, it goes a long distance. In another case 
which went to the Supreme Court— 


By Mr. Bowman: 

Q. Before you go to the other case, what is your reference to your first 
case?—A. Bradburn vs. Edinburgh Life Assurance Company, 5, Ontario Law’ 
Report, page 657. In the case of Lynch vs. Canadian Northwestern Lands 
Company (1891), 19 Supreme Court Report, a provincial statute, I think it 
was from Manitoba, was in question, and that statute imposed a penalty of 10 
per cent for non payment of taxes on the due date. This 10 per cent addition 
to the debt of the taxpayer, was described in the statute as “interest”, and the 
question was whether it was interest or not. They went to the Supreme Court 
about it, and the Supreme Court held that it was not interest, but that it was 
a penalty pure and simple and the mere calling it by the name of interest did 
not make it interest because the court pointed out that the penalty was the 
same if one were an hour or a year late; and that was the important factor in 
the court’s arriving at that conclusion. Now, I mention it principally because 
Chief Justice Ritchie, in his judgment, refers to this section which I have just 


read from the Interest Act, and the sections which precede it—the ones about — 


the rate being five per cent, if no rate is stipulated. He mentioned these sections, 
without questioning their being constitutional. 


By Mr. Lawson: 


Q. In the Lynch case, the court must have assumed that the legislation was 
intra vires of the province in order to give the decision it did—A. Yes. 


By Mr. Gagnon: 


Q. I understand that no provinces have contested the right of the Dominion 
with respect to interest?—A. The province did contest it in the case that I 
mentioned, Bradburn vs. Edinburgh Association. It was this Dominion section, 
section 10—it was then section 5—the constitutional validity of which was 
raised, and the province of Ontario took an important part in the argument of 
the case, and argued that it was ultra vires the power of the Dominion parlia- 
ment. The Dominion was not represented, and did not defend the legislation 
in court. , 


By Mr. Lawson: 


Q. That case did not go beyond the Britton decision.—A. It did not go 
beyond that court, nor sir. 


By Mr. Bowman: 

Q. To bring the matter down to specific cases, as you interpret the authori- 
ties at the present time, would you say that the Dominion government would 
have authority to lmit the rate of interest on a mortgage—say it was carrying 
seven per cent, to reduce it to five per cent.—A. It would seem to me that that 
must be the result. I would answer in the affirmative. 
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( not tentire to say that anything i is settled beyond doubt about 
he British North America Act. But, you see, you get into this peculiar position 
vith reference to this statute, that because you have these two sets of powers, 
one in the provinces and one in the Dominion, each qualified by the other, you 
find yourself in the position that words can’t always be given their full and- 
natural meaning. Perhaps I might explain that by reference to Article 2, of 
section 91, where we have the “regulation of trade and commerce” vested in 
parliament. Now, obviously, if you gave that expression its full meaning, there 
ab would be nothing left for the provinces at all; practically everything that you 
think of as being property and civil rights, would fall within that category. 
pe Furthermore, they say—I am sorry if I appear to be giving a lecture on this— 


a ~~ ~Mr. Bowman: That is all right, just go ahead. 

as The Wirness: Furthermore, they say if that expression “trade and com- 
oS merce” were to be given its full natural meaning, then why was it necessary 
_ to enumerate as Dominion powers currency, banking, weights and measures, 
| bills of exchange, promissory notes, interest, legal tender, bankruptcy and insol- 
2 vency, because these all fall within the ordinary meaning of the words “ trade 
oe and commerce.” ‘Then you turn to section 92, and you find there the great and 


important head ‘ property and civil rights in the Province.” Now, if you give 
that its full meaning—if you were to do that—it would mean that much that is 
in 91 would disappear, so that you are in that very difficult position that you 
‘have got to read these sections together. But I, personally, have not been able 
to think of any logical limitation which a court might impose upon the expres- 
Sion “ interest” in section 91 but the fact of the matter is the question has never 
been before the courts in any important or decisive case. It has not been before 
the Supreme Court of Canada, for example—except in this Northwestern Land 
Company case, where it was just touched upon incidentally. I have not been 
able to think of any limitation-that we can place upon that word. In the case 
in the Supreme Court, Mr. Justice Patterson referred to the fact that interest was 
found in association with these other words, bills of exchange, promissory notes, 
legal tender, currency, coinage and banking, and he suggested that the words 
ae should be read ejusdem generis with these other words. And then he went on 
i tu say that it referred to the financial structure of the country at large,—I think 
: the expression was “the general financial structure of the country at large.” 
But there he was simply attempting to exclude the penalty which arose under 
— the municipal taxation Act and he finally came to the conclusion that it was 
‘ merely a penalty, and not interest. 


By Mr. Howard: 

Q. In order to make the record perfectly clear may I ask this: am I to 
understand that under question No. 1 and Part (a) the answer is, “ yes,” under 
Part (b) the answer is “ yes,” under question 2 the answer is “ yes ” and under 
i 2(b) the answer is “ yes,’ and under No. 3 the answer is “yes” in both?— 
ee. A. Yes. 3 | 
; Q. And when you come to the other question the answer is “no”?—A. It 
is “no” subject to this qualification: in the case of any loan which is in the 
nature of. a bank loan. 
¥ Mr. Bowman: Do you mean to say that in connection with a bank loan 
a the Dominion government would have authority to say to a bank, “ John Jones’ 
a debt is $100; you must accept $70”? 

Bs The Wirness: That is correct; it is a matter of banking. 
4 __.. Mr. Lawson: The bank is a creature of our own creation. 

The Wirness: The expression in the British North America Act is, “ bank- 

ing, incorporation of banks, and the issue of paper money.” 


Pere 


a 
— 


* 


Me Bowen “May T ta ; 
the record: a man, on the other hand, sat 
property could not be ordered by the Domini gove 
-gagee—to accept $900? Pie ee ae 

The Witness: I think not. < — eee 

Hon. Mr. Macxenzin: The question in es, ie ee of interest. is 
one that has been finally determined, of course, with much accuracy. 
highly likely if this Parliament did interfere, as you said it could, on ra 
interest in the provinces, probably there would be an appeal for Bas 


- mination? 
# The Witness: There could be an appeal, and a case nue be taken to the 
privy council, eee 


og = By Mr. Lawson: tS ee 
ee Q. I wanted to ask a question relating to mignteneee In view of ee fact 
that it has been judicially determined, time and time again, that all matters : 
relating to real property come within the jurisdiction of the provinces, and ae = 
view of the fact that in the Bradburn case there was only the decision of a 
single judge under the circumstances therein outlined, and in the Lynch case 
it was only inferentially considered, I presume your view would be that it oe 
still a rather moot question as to whether or not the Dominion has power to — 
regulate the rate of interest in respect of mortgages?—A. No, I would not say — 
that. I would say that possibly it is still a moot question whether section 10: 
of the Interest Act, in the form in which it is, is constitutional, because of the . 
fact that 1t— oe 
Q. It purports to affect a contract?—A. Yes; the principal, I mean. oe 
might be thought that it is a device to compel the mortgagee to accept a re-_ 
payment of the principal, because if he is not going to get the interest Liss Wis 
take the principal. | 
@. Right——-A. But I have not any reason to suppose that sis. intere 
legislation respecting mortgage loans is bad. As a matter of fact, these sections 
have been before the Supreme Court on other occasions, and no constitutional 
question was raised at all. I did not make any reference to them. They Se v 
before the court merely as a matter of construction. 


Mr. Morano: In other words, this Parliament has the right . set the” 
; maximum rate of interest collectable on anything that falls within the cAleeOry 
mec” Of Mterest? 


The Wirness: As long as it is really interest. oe 
Mr. Wiis: Just to clear up the record, following a question whith fr. 
Bowman asked: where a farmer gives a mortgage to a bank for $1,000, wou 
it be within the federal jurisdiction to make that bank accept $800? as 
The Witness: Well, now, you have got into two fields., You. say he 
farmer has borrowed $1, 000 from the bank, and he has given a mortgage— mee 
ees Mr. Wituis: A land mortgage. 
ie Mr. Lawson: He cannot, under the Bank Act. 
Mr. Bowman: Yes, he can; after it becomes due. : 
The WiITNEss: Only as Sacral security or something of that kind, 
Mr. Pettit: Tell him to cut down the overdue dnlerss: on it. 
Mr. Wiuuts: Is that question answered? 


The Wirnuss: No. I would want to think about that. . 2 eee 


The Committee adjourned to meet at the call of the Chair. 


Voir very truly, 


-C.H. GAHAN, 
Secretary of State. 


_ House of Commons, 
Ottawa, Ontario. 


Cony) 
= Hauirax, N.S., March 15, 1933. 


& 


Dear vat FRaser, —t am in receipt of your letter of the 13th inst. with 


ae State of Send ee the opinion of the Sh mey General of ties 
y - Provinee on certain constitutional questions relating to interest, these questions 
h , been gee by the Sees Standing Committee of the House of Com- 


I have not been able to tonetler fully and carefully the matters referred 
‘The at present ee I ‘am of the eee Cpu OR: 


y lt Rae or letters patent, where Sch corporations were Be 
biparated or are to be incorporated. 

_ 2. The Dominion parliament has power to prescribe the maximum rate 

f interest chargeable on loans generally made by persons or by corporations 

—_ereated by statute or letters patent other than federal. 

ag .. 3. The Dominion parliament has the power to fix and to alter rates of 

ek interest in respect of bills of exchange and promissory notes. 

ate 4, The Dominion parliament has not the power to enforce reduction. of 

principal of debt in respect. of loans made by any corporations howsoever 

sorporated or by individuals, and it is not necessary for the determination 

any of these questions to make any differentiation between loans secured 

| real property, loans secured upon personal property and loans without 


Yours very truly, 


= yo (Sed)co JOHN. DOULE, 
Attorney General. 
49 


® 


es ae 
= SCC SESSION 1992-32 4 

HOUSE OF COMMONS % 
Gems . 


SELECT STANDING COMMITTEE 


ON 


BANKING AND COMMERCE 


INUTES OF PROCEEDINGS AND EVIDENCE 


No. 4 


TUESDAY, APRIL 4, 1933 
Order of Reference: Re Debts and Interest Rates. 


WITNESSES: 


Dr. R. H. Coats, F.S.S., Dominion Statistician; H. Marshall, Esq., 
Dominion Bureau of Statistics. 


OTTAWA 
J. O. PATENAUDE, ACTING KING’S PRINTER 
1933 


pat Fe 


x 


Howse or a Airicones 
fo eee Tuuspay, April 4, 1933, 


S : ect Standing | Comnities on Banking and Commerce mee this day at 
m., Mr. R. C. Matthews, Chairman, presided. 


fs The CHATRMAN: I will ne the Secretary to read any communications that 
ve been received since our last meeting. (Clerk reads memorandum re 
: i$ on jurisdiction received from the Provicial Secretary of British 
mbia; ‘see appendix “ ¥.”) — 


roe : ee SpENcER: May I ask if that i is the only reply received from the prov- 
neces? 
‘ The CHamnan: No, one from Nova Scotia has already been read into the 
Minutes. This is the second one received. Does any member wish to make 
servations on the contents of this letter? If not, I shall ask Dr. Coats to 
esent to us some statistics re interest charges collated for the Committee. 
discussion to-day will have particular reference to question No. 2 in Mr. 
kman’s memorandum. | 


Br. Coats: Mr. Chairman, Gentlemen, the data that I have to present 

Bae is under heading No. 2 of the Speakman memorandum, which reads as - 

“Rates of interest charged under different headings, for example (a) 

nk ae (6) farm mortgages; (c) mortgages on town and city property ; 
2). bonds, federal, provincial, municipal, railway and other corporations, etc.” 

; Oe will remember ee I stated before, in the firs | answer we gave, on 


a up to date, would not be a foe ee but would require, 
haps, a few weeks’ ‘time. Well, we have not had a few weeks’ time; the 
data that I shall present to you to-day, are the results of only a week or ten 
“— s’ investigation. It has been rather a “catch as catch can” affair; but I 
ink they are of much significance and interest, and I, therefore, had them 
cee and a memorandum containing the tables is now circulated. 


_it would perhaps be the best method of procedure if I simply direct this 


Table No. 1 a iwondix “F” herewith), shows the total indebtedness of 
vernments (Dominion and provincial), municipalities, and corporations, 
ogether with the interest payments that they make annually, and a reckoning 
the average interest rate, which it represents. The rate, of course, in this 
icular table, is obtained simply by dividing the interest into the amount 
outstanding obligations at the par value of those obligations. That is the 
ificance of this particular table. It shows the total interest charges against 
Z iat, class of security, and the average rate which those payments represent at 
e par value of the security. 

“Ho n. Mr. -Evier: I understood the other day that the total debt is 
sa 900 «but I take i “that is all interest bearing. You have here 
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$2,375,000,000, which you call the net debt. I suppose tiene are some detiuce VS. 
tions from the $2,600,000,000. Is your $118,000,000 more or less the Bares bee: 


on the $2,375,000,000; should it not be on the $2, 600,000,000? 


Dr. Cupmore: If I remember correctly. the figure is $2, 599,000,000, and ee 
that is the figure of debt as at March 31, 1933, as given in the budget speech eos 


by the Minister of Finance. 


Hon, Mr. Evuer: Is not all that interest bearing? That is the point I want 
to make. 


Dr. Coats: That would be all interest bearing. 


Hon. Mr. Euter: Would that be represented by the $118,000,000 of interest — 


‘that you have here? 
Dr. CupmMorE: The figure here is a year old. 
Hon. Mr. Euuer: Oh yes, but it would not be as‘large as that, would it? 


Dr. CupMorEe: You might look at the footnote; the figure given up here 
in this table is the ‘‘ funded debt less interest on loans to banks, provinces and 
foreign governments,” and the interest accordingly: 


me 


Hon. Mr. Euter: I don’t know whether you understand me or not. What 


was the total debt, not the net debt at this time? These figures are a year old, 
are they not? 


Dr. Coats: It:is shown in Spotner table. 
Hon. Mr. Euter: Anyway, would it not be more illuminating if we had 


the actual present debt? The debt given in the budget speech was $2,600,- 


000,000: Why not take that and get the total interest on that? 


Dr. CupMore: That as I understand it, is a tentative figure. It is only _ 
a preliminary figure which will be corrected later on, or will be* revised later — 
on when the full results for the fiscal year which has just ended become avail- 


able. 

Hon. Mr. Euier:* The only observation I would make here is that we 
want to get as near to the actual facts at the present time as possible. 

Dr. Coats: I do not think, Mr. Euler, that the actual final figure for debt 
is yet available. The budget speech usually safeguards the figure for debt by 
stating that it is an estimate. 


Hon. Mr. Ever: Still that estimate as canard with what you have . 


here, the first item, shows net-debt of Canada at $224,000 000 which is rather 
pibaiantval. 


Dr. Coats: Yes, but that does not mean—the figure stands on all fours 
just the same, the interest charges shown in this table are the interest charges 
on the debt shown in this table. 


Hon. Mr. Eutrer: On the total debt, not the net debt? 
Dr. Coats: No. 

Mr. Moranp: On the debt as set out.” 

Dr. Coats: On the net debt, yes, not the funded debt. 


Hon. Mr. Euuer: But the interest charges are really greater than Hist, 


although there may be a set-off against them, I assume. 
Dr. Coats: Yes. | 


Hon. Mr. Evter: What I would like to get is an answer to this definite ; 
question. Is this $118,000,000 of interest that you have here, the interest on 2 


the $2,375,000,000. 
Dr. Come: Yes. 
Hon. Mr. EHutzr: ~ That is what it is onz, 
Dr. Coats: Yes. 


om Ves if you oul a “at that table, 


Ay. ine "All right, if we will reach it later. I would like to 
ar as BEER to the present situation. | 


Well, the actual figures are $2,579,238,724 on which interest 


Mr, Avant ee that is what I was trying to get at. 
N: Dr. Coats, we will proceed with Table I. 
I don’t know bts what this first table is fairly self-explana- 


ees wetn: Just one question on the first table; “ indirect liability 
provinces, fiscal years ended in 1932, $216,000,000, and there was an interest 
te of 4:2 average. Are those indirect liabilities mostly railway guarantees? 

-_ Dr. Coats: Well, we covered all that in our first memorandum, under 
se heading No. 1, if you ‘will remember. It is printed at page 15-a of the first 
rs. proceedings of the Committee. There is a full explanation, on page 
a, of a evidence of Tuesday, March 14, of what those indirect liabilities 


me ME are What date, Dr. Cuate? 
Dr. Coats: It is number one of the minutes of proceedings of the Com- 


es Lawson: They are all set out in detail. 

~The CuatrMaAn: Deal now, please; with Table II. 
Hon. Mr. Evirr: Mr. Chairman, just a question; I don’t like to delay the 
- Committee, but in table I the third item “Gross direct liabilities of the provinces” 
ais 363,000,000 odd; then “ Indirect liabilities of provinces.” $215,000,000 odd; 
en “Grand total direct liabilities.” Should that not be grand total direct and 
direct liabilities? 

Mr. Lawson: No, no; that reads, epee; not “provinces.” 
Hon. Mr. Evrer: Oh, I did not notice ‘ ‘municipalities.’ I am sorry. 
The CHatrman: Perhaps you will explain Table II. 

Dr. Coats: The purpose of Table II is simply to give a bird’s eye view, 
Lo) k to 1913, of one of the items of Table I, or rather of the interest situation, 
ind the average rate of interest on the funded debt of the Dominion. It shows 
iat the average rate of interest has gone up, in the first instance, from 3.438 in 
913, to a maximum of 5.20 in 1922, after which it has declined until to- day, 
Mm: 1932, it is 4.97. 


_ Hon. Mr. Evuer: May I ask another question; I have always understood, 


) 


efore the war was $336,000, 000. Here it is ‘given, in 1913, as $260,000,000. 
not that so? 

Dr. Coats: It is $311,833, 272 in 1914, fiscal year. 

er Cupmore: I think there is confusion. between the funded debt and 
net debt. The net debt of Canada on March 31, 1914, was approximately 
6,000,000. The funded debt was smaller—long term loans of that time— 
Hon. Mr. Euter: Should not they be included as debt, even if you do not 
ll it fun apt cebt, if you want to get the actual debt? Or is that provided for 
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— 


Dr. Coats: This is not a statement of the debt bituations We: are Sssied a 


now in showing interest payments and fluctuations in the rates thereof. The 
debt matter we had thought was covered in the first memorandum which we 
submitted, in which the net debt and the funded debt was submitted. 


Mr. Mackenziz (Vancouver Centre): May I ask a question in regard to Se 


that 4.97. What are the variations in the various rates of interest, various 
maturities? There are quite a few as low as three per cent, are there not? ss 


Dr. Cupmore: Yes, there are. 
Mr. Macxenzir (Vancouver Centre): I would like to know how raved: 


Mr. MarsHauu: There is quite a variety of rates. For example on the 
‘Indebtedness payable in London we have a rate of 383 per cent; we have a rate 
of 3 per cent; there is one as low as 24 per cent; and we have as high as 5 per 
cent for those payable in Canada and Now York. 


Mr. Mackenzie (Vancouver. Centre): What is the highest on that? 
Mr. MarsHauu: 54 per cent. | 
a CHAIRMAN: Shall we pass to Table III now? 


r. Coats: Table III shows the maximum and minimum average interest 
and ae rates charged by all banks on loans or advances in Canada during 
the years 1930, 1931, and 1932. These have been supplied by the Inspector 
General of Banks, who obtains a quarterly return of this nature from the banks. 


Mr. Spencer: I don’t understand this, Mr. Chairman. I don’t know of 
farm loans in western Canada less than eight per cent. 


Mr. Lawson: There may be a lot in eastern Canada at four per cer 
Mr. Moranp: The table shows the average. 

The CHAIRMAN: On bank loans. 

Mr. Lawson: Bank loans. 

Dr. Coats: Bank loans and discount. 

Mr. Lawson: It is the average over the whole country. 

Dr. Coats: It is the average over the whole country. 

Mr. BoTHWELL: How do you get maximum and minimum? 

Mr. Mackenzin (Vancouver Centre): Average maximum, average minimum. 
Mr. BorHweui: Taking different times of the year. 


Of course we have no direct information. 3 
Mr. Mackenzin (Vancouver Centre): It might be of interest to know what 


is the highest rate of interest charged in Canada by any bank, and the lowest. = 


This is just what is the average. 


Mr. Marsuatu: In a book written by Mr. E. L. Stewart Patterson, “Cana-_ 


a) 


dian Banking,” on page 157, it states: ’ 
At the last revision of the Bank Act, 1923, Mr. H. O. Powell, general 


manager of the Weyburn Security bank, whose bank operated. only in — 
Saskatchewan, stated that the majority of their loans were at eight per — 
cent, and some at ten per cent. He further stated that the interest rates — 
were lower in western Canada than in similar sections of the United — 
States, and that farmers in Dakota would be glad to obtain loans at — 


tw elve per cent interest. 
That is the only definite information we have on that. 


Dr. Coats: On the average maximum, the Inspector General of cae 
obtains a quarterly statement from the banks, and this maximum and minimum : 


is simply the average of four quarterly statements. 


Mr. Mackenzis (Vancouver Centre): Is any information available of the - 
highest rates of interest and lowest charges of the bank in these classifications? 


Dr. Coats: All those high and low rates are washed out in this average. — 


that. they are higher in certain sections of 


- of uniformity. 


ding was that he had merely obtained from each bank 


ae has it by local distribution, but at the moment I doubt it. 


ae ak te estand but I hodens ‘that an average was the mean 
Cea and minimum. _ How can there be an ar uR maximum and 


Mr. Lawson: If you were talking about an average over the whole year, 


any one fixed period during the year, for example, any one month; and the 
minimum is the average minimum interest charge during any one month? 


r.. Coats: It is during a certain three months’ period, that is quarterly 


ss we Mr. LAWsow: You mean some one uniform period. 
Bs dees Coats: ue so. All this means by this aocads ou cent for the 


— Hon. Mr. ees Can you get the absolute average? 

- Dr. Coats: Well, we would not get a weighted average that way, no; if 
you are going to put a fine edge on this we would have to take an account of 
the amount of money that was loaned at specific rates; if one loan of $1,000,000 
was at eight per cent, and another loan of $1,000 was at six per cent, it would 
ae be fair to eraee the two in arriving at the tate a which the money was 


# “Dr. ane Yes 

Hoon. Mr. Evuzr: They might be on different sums. 

_ Dr. Coats: Well, precisely; there is that point, too. 

‘Mr. Lawson: If I understood Dr. Coats correctly, he said this was not a 
weighted average. 

3 Dr. Coats: No, it is not a weighted average, simply average. It might 

Sere been better, and I think we could have done it, we could have put four 

quarterly statements under the heading of each year; but I don’t know that 

at would have told you anything very much more; it would still be open to 

objection that it was unweighted inside the quarter. 

= Mr, Lawson: Of course, you cannot do an injustice by not being weighted, 

ecal Ise larger loans in all probability have a smaller rate; I mean in the ordinary 

course of business. 

f == Dr. Coats: Yes. 


M1 r. Lawson: Large loans of call money on collateral security would be at 


Centra): ‘Soma of the “complaints we shane E 


‘not sure whether the Taspector General has that fine. 


xin 1um and the average minimum for the whole country, but it — 


is, but does not this represent the maximum average interest charge during 


lower in I would like the figures from the Inspector — 
Bank 5 40 shox the highest rate of interest charged and the lowest, ne 
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Dr. Coats: I think 4s main significance of this as is that it ces a 7 
gradually falling rate of interest; and I think the table may be relied upon to. 


give a truthful presentation of that fact. In 1930, a maximum of 6:43 has ae 


fallen to a maximum of 6-18 in 1982. : 
Mr. Macxenztm: I should like to know, in regard to the- falling rates a 
interest, has that been a uniform fall all over ‘Canada? Is that true of western 
Canada as well as eastern Canada? 
Dr. Coats: Well, that these figures do not show. 


Hon. Mr. Evuter: Would this be true, you say these average rates include : 
call loan transactions, which are not ordinary commercial business— 

~ Dr. Coats: Ouite SO. 

Hon. Mr. Evuer: These call loan transactions bear a lower rate; that is 
six per cent is lower than the average given at that time. If those were elimin- 
ated and you took commercial loans, the average rate would be somewhat 
higher— 

Dr. Coats: I think that is so. 

Hon. Mr. Evter: —on ordinary commercial business. 

Dr. Coats: I think it is a defect in these figures that call loans are included. 

Hon. Mr. Eviter: Yes. 


Dr. Coats: I think it would be better if—call loan business in Canada is 
not extensive, as I understand it. 


The CHatrMAN: Has there been a uniform rate in call loans? — 


Dr. Coats: The call loan rate has been uniform, as I understand it. It is 
a small business, and it is carried out, I believe, at a rate which does not vary 
much from six per cent. 


The CHAIRMAN: Table IV, now, please. 


Dr. Coats: There is a misprint in the fourth column, that heading of the 
fourth column of Table IV should be “collateral loans,’ ‘not call A fee § 
wish to correct that. 

Mr. Lawson: May I ask if there is any volume of business there? 

Dr. Coats: The idea of this table, which relates entirely to Ontario, is to 
show the trend of interest, both paid and received by the loan companies in 
that province over a period of ten years. It analyzes what these companies have 
paid by way of interest on deposits, and on debentures and debenture stocks; 
and also what they, have received on loans they have made on mortgage 
security and collateral security, on bonds, debentures and stocks, and on stocks. 
The signficance 1s— Soe: 


Hon. Mr. Evuer: Were there no loans Pander on stocks prior to 1930? 


Dr. Coats: There is no record of that. They are included with bonds prior 
to that; bonds, debentures and stocks was the heading prior to 1929; stocks have 
been eliminated since. I think the really significant figures are, from the stand- 
point of the Committee, perhaps the trend shown in the interest charged by 
these companies on mortgage security and on collateral security. ‘There has 
been a perceptible decline between 1921 and 1931. 


Hon. Mr. Evuter: And a rise.on deposits? 


Dr. Coats: Yes. You will notice there is a decline also in what they paid 
on debentures. In other words, they paid less interest on the money they had — 
to borrow. 


The Cuairman: Are there any other questions on Table 1V? 


t igures: ae ee they salt on + deena ; 
Es Sh leine from one loan company receiving deposits — 
Se another four, and varying rates of that kind, are 


OATS! yar It is the foul interest paid by those companies on ine peas 
ey that. they have out on deposit. 


c ink n. Mr. ‘Euter: Do any of them pay as low as three per cent?—A. I don’t 
So. 


se - Mr. ee Not petording to the figures. 
Mr. Lawson: They must, to get those averages. 


en 


‘Hon. Mr. Evurer: No, they are all between three and four. 
Mr. Lawson: Some of them pay four and four and a half. 
‘Hon. Mr. Evter: Do any pay four and a half? 


Mr. Lawson: Yes; on fixed term deposits, issue certificates, and you have 

: t to give them thirty days’ notice or something to get your money out, and 
they pay as high as five, I think. 

7 Hon. Mr. Evurr: Would not those be under debentures; they are in the 

second column. 

a Mr. Lawson: No, they are not debentures; time deposits, I think they 

call them, trust deposits, or something like that do, they not? 


Dr. Coats: Yes. 
Mr. Lawson: They are trust deposits, or time deposits. 


Dr. Coats: I think it is improbable that any rates paid by these companies — 
on deposits are as low as three per cent, for the simple reason that they have to 
_ did against the sae and ee would, perforce, have to offer a higher rate of 


Z on Mr. Span cm: Bankes” never pay more than three per cent on deposits, do 
pa uhey T= | 

Dr. Coats: I don’t think so. I think on savings they pay three per cent. 

Mr. Spencer: And that is on minimum balances. 


ste The CuarrMaANn: Everyone pays on a minimum balance. I think the daily 
lance: Tate is 5 


Bross Dr. Coats: I might say this table is pained entirely on the annual reports 
Pe ee! < af- the loan and trust corporations to the Registrar of such corporations in the 
province of Ontario. They are simply excerpts from the series of their reports, 
and the purpose of the table was to give a bird’s eye view over all classes of 


interest rates during the past ten or twelve years. 


' Mr. Moranp: Dr. Coats, is Ontario the only province where these loan 
companies can take deposits? 

tee Dr. Coats: Oh, I don’t think so. I would like to point out that these are — 
~ not necessarily—loans are not in Ontario alone. “A great many of the companies 
reporting here do a dominion-wide ‘business. For example, the Canada 
- Permanent. is one of the companies that is covered in this. It is of wider 
significance. It is not of strictly Ontario significance. That is what I want to 
: spot out. Cn Ss Seas ae ae | 
The CuairMan: Table V. 
z ee Dr. Coats: Table V is a table that is presented on account of the wealth 
ot. its details. It shows for the three years 1929, 1930, and 1931, the average 
2p rate of interest which was charged by some fifty- -seven companies which are 
listed, their names not being given—A, B, ©, and so on. These returns are the 
actual | rates which were charged by these companies, and here we have succeeded 


a - 
oe kis 
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in getting returns split up not exactly by. provinces but a aections. the aL ae 


times being grouped andthe prairies being grouped, the Maritimes, ae S <2e = 


Quebec, the prairies and British Columbia all being differentiated. 


Mr. Moranp: Dr. Coats, are these interest rates, interest collected or aa 


interest contracted for? 


Dr. Coats: Those are the interest rates charged on new realty: mortgages. 
I may say that the information in this table has been supplied entirely by 
the secretatry of the Dominion Mortgage & Investment Association from 
fifty-seven of his companies. These are the interests | contracted for. 

Mr. Moranp: Contracted for? 

Dr. Coats: Yes, on new realty mortgages; new mortgages made in these 
years, not renewals. 

Mr. Spencer: How is it you have AGH on farm mortgages in the 
maritimes. 7 see 

Dr. Coats: Is there nothing under farm mortgages? Yes, company G1 
reports a rate of eight per cent. Each of these represents a specific company. 
Company A apparently has no business at all in the maritime provinces; but 


company Gl has, and it records a rate of eight per cent. At the end of Table — 
II, company D2 reports, in 1929, a mortgage rate of 65 per cent on farm 


mortgages in the Maritimes? 


Hon. Mr. Ever: One in British Columbia is eight per cent on ‘farm 


mortgages. 
De Coarse: Yes. 
Mr. Mackenzie: Nearly ten—9-72’ on prairie urbans. 
Mr. Power: ‘Ten on the prairies. = 


es Dr. Coats: I think this is a valuable table, showing what fifty- =seven 


large loaning companies charged in the way of interest. 


Mr. Moranp: I would be very much interested if you would ae a 


note whether, when they arrive at this amount of interest, that is really con- 


tracted interest or paid interest; because from my limited experience, I have — 


known of no companies that have reduced their interest rates in the last three ae 


years, and yet these figures show a marked reduction. Why could not the 
details be produced here, in figuring the total amount of interest they have 
received and the amount of their loans, and any amount of interest which 
they have contracted during that period? 


Dr. Coats: = I certainly understand that this is interest contracted fon : pS 
because it is on new loans; it is a summary—an average of the rates that the 


company is charging on its new business for that year. 


Mr. Moranp: Another question, Doctor, which I think would be of some — 


interest if it is possible to get it, and that is the change in interest rate, whether 
lower-or higher, with respect to renewals in the last two or. three years. 


Mr. Lawson: That is quoted in table VI. 


Dr. Coats: That is given in table VI, average rate of interest. I might 


pass on, perhaps, to table VI. The idea of table VI is to give more of an 
historical background to the data contained in table V, by showing the rates 


and values, from the experience of one company by provinces—and, in the 


case of Ontario, by a couple of typical counties. 
Mr. Ropinson: The two best counties in the province! 
Dr. Coats: The first page of table VI has reference to new business 


accepted, and the second page to renewed business during the year. That 


perhaps answers the question made a moment ago. 


The CHAIRMAN: And are the figures from the same group of companies 


in each case? 


any 


ny, you see. Ree are front a farce 
ort | a large company—I am not at liberty 
it is a large company which does business, as you 


‘al ee in enely table, ‘on each page of this particular . 
interest rates from year to year, as generalized. 

of the memorandum you will find a summary of the. 
ible, and these will trace the fluctuations in rates as between 


Coa rs: Table VII is pee an speleiis of thie preceding table. It 
e period of frequency of rates of interest. For example, you will see, 
top line, rates of interest are listed from 6 per cent to 8 per cent. 
the returns of the companies in table V, there were 21 companies which 
reported new farm loans in that table at an average of 7-28 per cent, the number 
of companies entered under these different rates was actually 21. The different 
columns show the percentage at which companies actually placed their loan. 
. or instance there were, taking 1929, a total of 2i—one at 6: 00; another at 6-26; 
= cher at 6-50; ‘another at 7:00, and so on; two at 7-4; and four at 8 per cent. 
ject ‘of this table is purely ‘analytical, ‘to show where the incidence of farm 
s was placed, according to the rates of interest. 


a ‘s The Cuamman: This table refers only to the Prairie provinces. 


a 


__ Dr. Coats: Yes, it refers only to the Prairie provinces. 


= 


_ Mr. Boruweui: With regard to this table VII, Dr. Coats, I wonder could 
rou’teil the Committee what province in the prairies is able to borrow money — 
at 6 per cent for farm loans. 


Dr. Coats: Well, it is the fact that—take the loan oe for 1931—there 
“were 13 companies of which we have the average at which they made their 
loans in that year; the average for the whole 13, for all their loans, was 7°38. 
~ One of those 13 companies reported that its average rate of loan was 6 per cent. 
ie Another one reported that it was 6-27; another 6-50; two were under the heading 


f 7 per cent; then one at. g sa one at 7: -6; one at 7- 84; one at 7:96 and four 


BBE Sonic: Vee 

> Mr. SranutEy: All of them? 

‘Dr. Coats: Yes, these returns are an analysis of table V and that includes 
i 57 large companies, all included under the Dominion Mortgage and Investment 
_ ‘Association. 

-——s Mr. Donnexty: All these are only fey loura 

Dr. Coats: These are all farm loans in the Prairie provinces. 

Mr. Donne zy: I never heard of a 6 per cent loan anywhere in the west. 
_. _-Mr. Lawson: It is the old story, if a dog bites a man we do not hear very 
Semuch about it, but 1f a man bites a dog that is real news and gets scare headlines 


ye ind he Every. 
ee es 


—ae. 


: , vunder the ee 8 per cent, erie is, ie tis tae of companies. Vou 
. ig see, it means that of 13 companies, in 1931, four obtained an average of 8 per 
ae there were nine others that got under that, that obtained a less average 
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Table VIII is scones to give a tolerably wide perspective of the: Pas : 


of good bonds since the beginning of the century. This table takes into account 


the current market price of these ‘bonds. It is compiled monthly by Wood, 
Gundy and Company, Limited, who estimate exactly what the earnings of money _ 


invested in Ontario bonds are, ‘at the prices then current, for such bonds. 
Mr. Speakman: That is, the actual returns in money. 


Dr. Coats: Yes, that is the actual return. It supplies one or two rare cases 
where, from a somewhat different angle, bonds were shown at their par value. 
But, in this table the market price of the bonds is taken as the capital, or the 


investment, on which the interest rate is earned. Of course, it shows’ a gradual 


sinking in | the rate. Par ticularly noticeable is the decline of 1 per cent between 
January, 1932, and January, 1933. 

The CHaAtRMAN: These bonds are of the province of Ontario and are all 
subject to Dominion income tax. There are no tax free bonds listed in this 
table, because the province of Ontario has no tax free bonds. 

Dr. Coats: Table IX is exactly the same, termed in index numbers with the 


year 1926 as equal to 100. Taking the year 1926 as the basis of comparison the — 


figures in table IX are percentages, showing either the cost or the decrease in 
the earnings of such bonds at current market prices. 

The CHatRMAN: Are there any questions? | 

Dr. Coats: Table X does the same, almost, for Dominion bonds, since 1919, 
by months—Dominion government bonds at the current market prices. The 
decline in the rate from ee 1932, to February, 1933, is from 5°23 to 4:49 
—roughly from 54 to 44. 

Mr. Lawson: Does that mean, in respect to the market price of bow: 

Dr. Coats: Yes. 

Mr. Lawson: But, we did not issue any bonds. 

Dr. Coats: No, it is the market price of the bonds. This table applies only 
to Hae refunding loans that mature in 1940, 1943, 1944, and 1946; and that are 
taxable. 


In the short appendix to this memorandum we have brought together a 


few notes on the interest rates chargeable by various farm loan associations, 
provincial and dominion—Manitoba, Saskatchewan, Ontario and the Dominion 
Farm Loan Boards. ‘There were some questions the other day with regard 
to their operations, and I have assembled these data which show on what 
rates these particular associations are operating. 


Mr. Boruwetu: Dr. Coats, with regard to that statement in the appendix, — 


of the Ontario Agricultural Development Board “ interest. rate of 54 per cent 
is as low as is to be found anywhere,” and is “4 per cent less than is otherwise 
charged throughout the province.” Coming back to this table which ‘shows 
interest rates on city and farm properties, it shows an average of around 6 per 
cent for Ontario; that would mean something like 94 per cent should be shown 
as the average? 

The Cuatrman: Yes, that is the statement in the report of the. Ontario 
Agricultural Development Board, at page 4. 

Mr. Boruwetu: According to table V, Ontario uae earn 6-74 per cent; 
6:19 per cent, and so on. 

Mr. Marsratu: The reason that we included this statement in the memo- 
randum is simply to show you what the interest rate was. We really might have 
- just merely mentioned interest rate, without quoting the whole sentence. That 
is the statement of the Ontario Agricultural Development Board, it is not ours. 

Mr. Boruwe.u: There must be loans in Ontario, then, as that as 92 per 
cent, if their statement is correct. 


Sr 


/ 


a ta 
coe — if 7g are leans like that we hte no BEES of it, 
by t Fret from the Dominion Mortgage Investment Association. 
i. SANpERsoN: I do not think there are any loans at 94 per cent. 
Mr Boruwetn: Then, that statement is incorrect. 


was taken from the report of the Agricultural Development Board of Ontario? 


"The Cuamman: Are tah any questions, further, in ae to this memo- 
adam? Shall we go on with the next heading, aniber 3 of the Speakman 
——— “other charges, under various classes, as inspection fees, renewal 
_ charges, ete.” 

Sine Mr. Pc Mr. Chairman, I don’t know what the view of the Committee 

~ is, but it is almost half-past twelve. There seems a lot that we have to digest 
in the information given to us this morning. 
The CHammMan: Whatever the Committee wishes. We can leave off here 
and go on with renewal charges, etc., the next day. 
_— Mr. Speaxwan: If there is a brief statement of these charges, Mr. Chair- 


Mr. Lawson: Interest charges is a subject matter all by itself, and we 
have a very considerable amount of information about it here. 

The CHamwman: As the Committee wishes—shall we adjourn, or shall we 
continue? I think, Dr. Coats, you might go on with what you have there. We 
ae will deal with the next heading: information on inspection fees, renewal charges, 
E ete. That is the next item in the Speakman memorandum. 

Dr. Coats: We have some notes here. 


The CHammwan: Well, there is no motion to adjourn, Dr. Coats. 
‘= _. _ Dr. Coars: I will ask Mr. Marshall to tell you wietine fe gathered 
_~ under this head. 


: Mr. Marswarzi: This information is headed: 


Nore on Inspection Frees, RENEwau CuHarcss, Ere. 


applyimg to members of the Dominion Mortgage and Investments Asso- 
: ciation. There appears to be a great diversity of practice extending to 
> almost every company and varying with individual loans. 

= A common practice seems to be as follows: The person desiring to 
| take out a mortgage approaches an agent who deals with a loan com- 
i pany. The mortgagee company pays the agent one per cent commission 
> which is not charged to the loan. The borrower (mortgagor) may pay 
a further $5 plus 10 cents a mile to the agent. In lieu of the above $7.50 


Prat 


of may be charged by the company for inspection in which case this sum 
| would be deductable from the mortgage and the agent would receive 
E- only 1 per cent. 

.> During the period of the mortgage there may be additional inspec- 
es tions which may not cost anything or may cost on the average five 


Renewals may cost nothing but if they require searching, convey- 
aneing or other incidentals a fee averaging seven dollars and fifty cents 
may be charged. A great many seems to be free if the mortgagor has 
a good record with the company. 


‘Mr. Lawson: Did I understand Mr. Marshall to say that that sentence _ 


Dr. Coars: Yes, from page 4 of their report for year ending October 31, 


man, it might be given now and we would have it, to look over in the meantime. 


We have been given information of only a very general character 


2 


62 SELECT STANDING COMMITTEE 


One company wore: See Ee : 7 oF nae ee 
At both our Saskatchewan ae Manitoba he wie Aisivk = 
for renewal of a City loan is $5. The cost of a renewal of a farm — 
loan in Manitoba has apparently been $5, and in Saskatchewan 
$3.50. We assume the reason why these fees are so low is owing 
to the fact that we had recent information from the Inspector on the — 
securities, thus obviating the necessity of a new report. rong 
In Manitoba during the last two years there were quite a num- 
ber of loans renewed in connection with which no charge whatever 
was made. In Saskatchewan they state that a “charge for renewal © 
has only been made where it has been considered justifiable, and we 
have in quite a large number of cases put through renewals without 
any charge whatsoever in order to assist the borrower. : 
In the case of members of the Dominion Mortgage Association, ‘fecae 
costs are said to be much lower than is the case with private mortgage. 


lending. 
A schedule of level costs was obtained from one Trust Company. 


~ 


New Mortgages 


On mortgages up to $3,000, 1 per cent of value of property. a 
Excess over $3,000 up to $20, 000, 4 of 1 per cent of value of property. 
Excess over $20,000, 4 of 1 per ce of value of property. ee 
There is a minimum ie. of $15. . : 


Renewals 


Minimum, $10; sometimes $25 or $35. : _ 

Discharge usually $d. 

To obtain exact and comprehensive information all companies would 
have to be circularized. 

Reports of various Farm Loan Boards indicate that ee or 
appraisal fees and legal costs are charged. Detailed data on these points 
must be secured. 

Information would have to be obtained from private lenders if the 
picture of fees and charges is to be complete. 


The CHAIRMAN: Is that all you have on that? 
Mr. MarsHatu: Yes. ao 
Mr. Stanitey: Was this ee a ne which Mr. Marshall fea given ge - 
~the Mortgage Association or was that your summary? | 
Mr. Marsuauu: This was my own summary, information I got from that. =e 
and from some other sources. ‘ee 
Dr. Coats: I am a little bit at a loss to know what we should do in a 
ease like this. That is very fragmentary information, of course, and I do not 
know that we have an instruction from the Committee to £0. into these things © 
with the elaboration that is necessary if you want to have a really reliable and 
comprehensive view of the subject itself. It is the same with these interest : 
rates | have given you to-day. It is distinctly a “ scratch” job. I think it is a 
valuable; so far as it goes, but it 1s not put forward as the kind of a statement — 
I would like to make as to the subject of interest rates during the past eight S 
or ten years. We can elaborate, but it can’t be done in a week or ten days; — a 
just as, if you want to have a really all round view of this subject of subsidiary ~— ie 
charges, there will have to be some digging, some delving into things, and some =i te 
time taken in covering sources of information, and being sure that we have given — = 
them thorough revision, and so forth and so on. What we have to date is not — 
a complete statistical presentation of the matter. 


e 


Socata - BANKING AND COMMERCE’ Joe 63 


ere hr eee woud it be possible, Doctor, to get the arrears of interest 

Ye by provinces, and the number of years in arrears? For instance, the total 

amount in loans which are 1, 2, 3, 4, or 5 years in arrears; and the total amount 
of arrears in each of the provinces. Is that something that you could get 
from these sources? 


pos Dr. Coats: I think we could get a good deal of that from the organized 
ee - ‘companies. Of course, it would be a parlous undertaking to try and round up 
S bear aall the mortgages as between individuals. 
~~~ Mr. Morano: That could not be done, but the companies are all that would 
- be necessary for us to get into the picture. 
is Dr. Coats: Quite so, I think we coud get something on that score from the 
companies. 
Mr. Ropinson: They usually write arrears off in about five years. 


+ Mr. Moranp: I would like to know whether our people are maintaining, 
or are capable of maintaining, their interest payments, and what the effect of 
interest has on the picture of indebtedness generally. I think that will be 
\. better than a lot of tables or figures. 

Dr. Coats: As a matter of fact, it is published, partially at least, in this 
report from which I cited a little while ago. It is the basis for one of our 
_ tables, the annual report (1932) of the Registrar of Loan and Trust Companies 
~ for Ontario. You will find, on page 33, the amount is cited by several com- 
panies of the interest due and unpaid at the end of the year. And it would not 
be a difficult matter to relate that to the total interest payment, and analyze 
Re oa significantly. 
| The CHAIRMAN: The committee, then, will request Dr. Coats to get that 

information. 

Mr. Wixtis: I wonder if you could get any more accurate information of 

what you might term voluntary reduction, that is to say, where the mortgage 

company realizes the inability of a man to pay off a loan which he owes, due 
to the accumulation of interest. I think this Committee could do, perhaps, valu- 
able work in that way, if we could find out just how much mortgage companies 

are actually writing off. You know, I was surprised, when in the office of a 
mortgage company which is in Manitoba, the last time I was in about a man’s 

~ joan, The manager of the mortgage company said, we wrote this man and 

never got a reply, we didn’t do anything about his mortgage, then we wrote to 
his neighbour; he came in and we wrote off $1,000 of his mortgage, realizing his 
inability to pay, realizing that from that property even with normal times he 
could not pay off the mortgage. If we could, through this Committee, indicate 
~ what has been done, and what the possibilities are, from the point of view of 
the mortgage companies and from the point of view of the borrower, I think we 
would be doing valuable work. I think there are opportunities for the borrower 
to get written off a portion of his mortgage which he is not aware of, and there 
are opportunities, from the point of view of the mortgage companies, not to kill 
the bird that is laying the golden egg. 
Mr. SPEAKMAN: I might say, Mr. Chairman, that when in the beginning of 
this inquiry we were discussing the various sources of information, it. was 
suggested that we might obtain some from the debt adjustment boards in the 
Prairie provinces, from the officials engaged in that work who have covered many 
thousands of cases. I have been assured by the government of Alberta that they 
would be very willing to co-operate in this respect. They have done a great deal 
of that work of adjustment as between creditor and debtor. Just on that account 
I know they have a lot of valuable information, and further material along the 
lines suggested might be obtained from them as well as from the companies. 

_ Mr. Witits: Their information would be of a wider scope. It would not 

refer to mortgages alone but to all debts. 

62193—2 
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Mr. SPEAKMAN: No, it would refer to debts of all classes. 

The CHAIRMAN: We will get that for you. 

Mr. SpeNcER: From any of the provinces that have debt adjustment bureaux; 
there are debt adjustment bureaux in each of the three Prairie provinces. 

Mr. Stanuey: In regard to the matter of service charges there is a great deal 
more of the story, I think, that might be brought to the attention of the Com- 
mittee than was given in the little memorandum which Mr. Marshall read. 
Whilst it may not be of particular value as a question of statistics, I believe it 


would be of value for the Committee to go into that matter with more care and © 


give us a good deal more information as to the actual charges made in placing 
mortgages, in discharging mortgages and in inspecting mortgages from time to 
time, and at various sums and on various classifications of mortgages; because 
some of the most bitter complaints we hear are from those with small mortgages 
trying to discharge them, and the cost of their discharge as well as the cost of 
inspection in connection therewith, and all the various details which go into what 
might be called services in placing and discharging mortgages. : 

The CuHatrMan: I think you have a good deal more information, Doctor, 
you can put together for the next meeting. 


The Committee adjourned to the call of the Chair. 
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APPENDIX “FE” 


THE SECRETARY OF STATE OF CANADA 
: Orrawa, March 28, 1933. 


Dear Mr. Matruews,—With further reference to your letter of the 8th 
instant, 1 am sending you herewith a copy of a memorandum which has been 
transmitted to me by the Provincial Secretary of British Columbia, in answer to 
the questions prepared by a sub-committee of the Committee on Banking and 
Commerce, concerning debts and interest rates within Canada. 


Yours very truly, . 
C. H. CAHAN, 
Secretary of State. 
R..C. Matrrunws, Esq., M.P., 
House of Commons, 
Ottawa, Ontario. 


(Copy) 
Victoria, March 18,1938. 


MEMORANDUM FOR THE HON. ATTORNEY-GENERAL 
Re Interest and Debts 


It is perhaps needless to remark that the general questions raised by the 
attached letter from the Secretary of State are not only of great importance, 
but demand a great deal of study and thought. I have not had an opportunity 
to consider the subject in any sufficient way and offer no apologies for the 
shortcomings of this memorandum. The principles and points involved are 
such that eminent counsel in the law could argue them for many hours. 


There seems to be no direct authority on the extent of the jurisdiction of 
the Dominion in respect of the subject matter “ Interest” as conferred upon 
it by section 91 of the British North America Act. There are only a few 
decisions by Courts of first instance. I have not had time to explore the 
various text books, but came across certain remarks in Lefroy, which indicate 
the aspects of the problem., It is asked whether the power can interfere with 
the jurisdiction as to contracts, even if they are contracts to secure payment of 
money, that is, where interest is only incidental to the contract. Is the power 
merely one of “ general legislation on the subject of interest.’”” Can the Dominion 
“fix what shall be the legal rate of interest apart from agreement or express 
Provincial enactment and pass usuary laws restricting the charging of interest.” 

Lefroy (‘Canada’s Federal System,” p. 276) quotes an extract from the 
case of Bradburn v. Edinburgh Assurance Co.—(1903) 5 O.L.R. 657, as follows: — 

It is argued for the defendants that the right of the Dominion 
to legislate is only as to rate, as to usury, leaving details and matters 
affecting contracts to the Provinces. On the other hand it is argued by 
the plaintiffs that the Dominion was intended to have, and has, power 
to deal with interest as: to rate, and, also, when it shall, and when it 
shall not be payable, even if, in so dealing with it, in concrete instances, 
there is an apparent interference with property and civil rights.... I 
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do not overlook the argument that, as a logical result, the Dominion can | 
legislate to limit any contract to the shortest duration when interest 1s 


INVO Ved 2. ee 


The only legislation passed by the Dominion and ‘directly dealing wee 
the subject of interest consists of the ‘ Interest Act’ and the “ Money Lenders — 
Act.” The former Act has been upheld in several cases. There are, of course 


various other Acts which contain provisions respecting interest. The “ Interest 
Act” itself in effect covers the whole field, but provides that in the absence 
of agreement the legal rate of interest shall be five per cent. Certain other 
sections expressly relate to mortgages on real estate and other provisions fix 
the rate of interest in respect of judgments for British Columbia and certain 
other Provinces. Then, of course, there are sundry Provincial enactments 
which fix the amount of interest which shall be paid under certain conditions. 

It would seem that the first thing is to form some idea as to.the extent 
of the general power concerning interest, what is the meaning of that term and 
the scope of the power. It will be noted that the word “interest” stands by 
itself and it is clear that interest is not a thing which can exist by itself, but 


must arise out of a contractual relationship, voluntary or compulsory. If one 


applies the ordinary principles of construing the British North America Act it 
would seem to follow that the Dominion has an exclusive power over the whole 
field of interest and that it could pass much wider legislation than it has 
hitherto done. 

My “guess” is that there is no limit whatever to the Federal power if its 
exercise is strictly confined to the subject of interest, and that legislation can 
be passed dealing not only with the rate of interest or the time during which it 
shall be paid, but also with regard to particular classes of companies or business 
and applicable to any part of the Dominion. The power must be properly used. 
For instance, the legislation may lay down what interest shall be chargeable on 


loans made to wheat growers, or say that automobile financing companies shall 


not charge more than a certain rate of interest, but it is invalid legislation when 
the Dominion in an “Insurance Act” provides that it shall be a condition of a 
company’s licence that it shall make a loan on a policy at a rate of interest not 
exceeding six per cent. | 

Attempting then to apply these ideas to the questions put by the Secretary 
of State I would offer the following submissions; — 


Question 1, Answer in the affirmative, and it would seem to be inca Ee 
when the corporations were created. Banks are an example of corporations — 


falling within this question. 

Question 2. Answer in the affirmative, but so far as corporations “other than 
Federal” are concerned the Dominion perhaps could not interfere with a contract 
made with a foreign company outside Canada, though the party lable for the 
interest might reside within Canada. 


Question 3. Answer in the affirmative, but the fact that the contract is a — 


bill of exchange or promissory note would not, I think, increase the Domine 
powers. Those would still be subject to the general principles. 

Question 4. Answer in the negative. I do not think that the Dominion has 
any exclusive powers in respect of debts, except in so far as they relate to a 


subject matter like bankruptey. Debt would seem to fall within the Provincial | 


field of property and civil rights. 


H. G. GARRETT, 
Regstrar of Companies. 


APPENDIX “G” 


INTEREST CHARGES 


3 E iiberest charges may be considered from the point ct view of the actual 
) ments ee alk to be sone on ee indebtedness and also as 


; rable I shows an total indebtedness of governments i lies 
cher with the annual interest payment. The average rate of interest shown 
in Column 111 has been calculated by expressing Column 11 as a percentage 
of Column’ 1.-<73 | ; 


Table II shows the average interest rate payable on the Dominion fn 
debt from 1913 to 1932. It will be noticed that since 1922 the rate has been 
ee slowly, declining. _ ; 

Table HII shows the maximum and minimum average interest and discount 
rates charged by all banks on loans or advances in Canada during the years 
1930, 1931 and 1932. (Based on quarterly report of Banks to the Inspector 
General of Banks). ~ ne 


‘Bank call loan rates have been reported as 6 per cent for the last few years. 
Table IV shows the average rates of interest received and par by Loan 
- Companies registered in Ontario. © 
ioe Table V shows average mortgage rates, rural, urban and aaat charged by 
57 members of the Dominion Mortgage Association i in 1929, 1930 and 1981. 


meh Table VI. gives additional information on mortgage rates and covers the 
eee 1917 to 1931. The rates in this table relate to one large company only. 
They cover: 


ats > 
re 
2 ¥ 
*, 
i 


specified years; 2, average rate of renewal in specified year; and 3, the com- 
Saas of both. The combined rate has fallen from 8-29 per cont in 1921 
to 6°87 per cent in 1931. No separation is made in this table for rural and 
= urban. mortgages except in the case of two Ontario counties. In 1931, the 
a. Peet of rates from high to low was as follows: 


4 _ 7°25; Manitoba, 7 20; New Brunswick, 7°03; Ontario (ineluding city of Mont- 
: aK real), 6-71. In ‘Oxford county the rate was é 65 per cent and in Brant county 
22-7 per cent. 

ei: From 1917 to 1925 inclusive, farm mortgages averaged | over 8 per cent in 
ee Alberta and Saskatchewan. Probably also in Manitoba. In 1922, in Saskat- 
lines -chewan they averaged 9 per cent. From 1926 on, the tendency has been to 
___ lower levels. 

eat For 1929, twenty-one companies asta new mortgages in the West. 
The interest rates ranged from 6 to 8 per cent, the simple arithmetic average 
rate: being 7-28 per cent. For 1930, eighteen companies reported new mortgages 
in the West. The interest rates ranged from 6 to 8 per cent, the simple arith- 
— metic average being 7-47 per cent. 

ee For 1931, thirteen companies reported new mortgages in the West. The 
interest. rates ‘ranged from 6 to 8 per cent, the simple arithmetic average being 
7°38 per ae 


- 


bene 5 PY gee 


- 1, Average rate of interest in new business accepted and completed in 


Alberta, 7-85; Saskatchewan, 7-63; Nova Scotia, 7-52; British Columbia, 


evels as fle wan the eos war ad post-war 


ire bette TX represents the same data i in the: form of. cee 
ee interest: rates in 1926 as equal to 100, the Ey index was 98: a ae 
920, the index was 129-4. 


x Table X shows the yield on cert De dina: Govenimien | Bo 
1926. These yields are usually very similar to those for Ontario, 
January - and February, 1933, rate drops lower than in the case of | 
ponds. In February, 1933, the current. price of long term seen loaned 
a - highest grade security was ae 49 per cent. 


“An appendix gives some information regarding rates of cd 
“Farm. Loan Boards. 


INTEREST PayMEnts « on Pusuic Depr or CanapA, Its PRoviNcEs AND Me cere AND on” ae 
Funpep Dust or CORPORATIONS — ‘ eee ei 


(Latest Available Figures) 


ade, Amount “Interest _ mi 
: outstanding- ies eae 


$e 


Net Debt of Canada, Maret). 19320557 oc hae aes 2,375,846, 172 (a)118, 244, 1 

Guaranteed Debt of Oaiida 22 ee ee 1,000,522, 406 43,348, 832 

Gross Direct Liabilities of Provinces, fiscal years ended in ; | 

mga ee Ue eee te pub tee et kh SAO Rate ea Er eRe) ea Re eRe 1,363, 382, 464 62; 415,593 

an ee Indirect Liabilities of Provinces, fiscal years ended in 1932..| 215,977,011 9,071,034} _ 
: _ Grand Total Direct Liabilities of all Canadian Municipalities eS 


Ct . Pieconmer al: 193 t at COGb.cos.o.ns ids oo wee cma ea eee os 1, 584, 000, 000 17, 616,000 
ee - Corporations— by bri 
as ope de Se ea a ee ae Ra PN rR Raina dip Eo Pa Calg oa 620, 000, 000 27,900, 000 Ss 
| 2ONGR. Ped) EN a a case ee 229,000, 000 9,847,000; 
Deas hernall WAY OCCUTIMICS +, 0566.0 bo.-oas ated es nae 70, 000, 000 33150) 000) 2: 
DAD Gier WOTNOVAtIONS A) oes ey ae ek Oe Bay Fos Sle cg ea eens 1,178,000, 000 64,672,000] — 


8,636, 728,053] 416,565, 203] 


(a) Funded debt less interest on loans to Banks, Provinces and Foreign Governments. 


| funded debt interest rateof 
outstanding payable interest — 


eels Vote on eee | se $ % 
| , 260, 869, 037 8,973, 746 
311,833, 272 11, 162,047 
358, 659, 932 13,075,447 
508,000,366] 20,499,696 
893, 208,877 39,098,579 
1,472,098, 608 71,121,368 
2,035,218,097} 102,218,489 
2,596,816,821] 134,559,302 
2,520,997,021] 130,416,007 
2,564, 587,671] 133,482, 113 
2,547,105,821] 131,476,511} 
2, 504., 033,820 128,571,337 
; 2 503,763,169] 125,928, 071| 
| : . 2,484,410,336} 125,108,738 
sia ares Dt eas RNS aS, CC a a Ped oy eet 2 ; 2, 439,340,736 123,399,911 
[Pah po Ponte eee Rea ae eg ee Se iives se ae ee ka PO sta 2 ...| 2,377, 581,086} 119,479,400 
» a, RES ae i Oe ARR ae oS nen Gerad 2,325,413,986] 116,843,934 
Cadi AE Re wi | SP me Seen rs Ee Ses 2, 250,837,286] 112,942,215 
* uf joa Sinaia ile RE raat ih oh dean Re 2,320,832, 286} 115,491,955 
Oh ocak He, SEEN SS UR an aR gn ae ae 2,579,238,724| _ 128,188,969 


Rm BR Or Ot OF Or O81 OF Ot Or OF1 Ot Or OV pS -R OO CO GO 
MWHODOSCOCOHE ME HOKWOOUR 


Average % Interest Average % Discount 


Maximum | Minimum | Maximum | Minimum 


—_— 


RR EPR ye eden < siaco so ac Men e o OASa nee, 4 6:43 6-29 6-99 - 6-36 
ce ae REE a UGS AIRC SP De 6-39 6-05 — 6-80 6-66 
Sg i EE SES SERS te A ans Ate 6:18 6-03 6-81 6-67 


TABLE IV 


Loan CoMPANIgS, ONTARIO REGISTRY 


_ Average rate of Average rate of interest 


interest paid on | received on 
Debentures Bonds, 
and Col- debentures 
Deposits | debenture | Mortgages lateral and Stocks 

. stock loans stocks 
ey oe hae rie 3°58 5:30 7-42 6-12 DP Oe Wee 
Br 68's nico hess 3-42 poe 6-92 5-83 3 PEE Ae ie oS 
ARS ree 3-41 eye 7-18 6-69. By 7: ky, tose eee 
SS SG ne 3-64 5-21 7-06 6-46 589 Reta ae 
‘ 3-64 5-18 7:03 6-37 5>89°' by ane 
3°61 5-22 6-99 6-36 by # Os eee ep 
2S Ge eee 3-59 5-02 ©6695 6°35 5°67: Sta ees 
3°59 4-95 6-83 6:38 Fe dS fy oe ans 
. a eee 3°64 4-41 6-81 6-59 6:37) . Jao 
I ee 3°42 4-28 6-65 4-34 4-43 6-91 
ne 3:70 4-73 «66-56 4-58 5-94 6-29 


Amount of | Amount of Average ; 


MINTER DD DS Oto DS GO OS NOOO DD OO A100 IO 
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TABLE V.—AVERAGE RATE OF INTEREST CHARGED ON NEW REALTY MORT | 


Maritimes Ontario ee 
Company |] 
Farm City AS Farm City — All - 
AG a ee ee 6-32 6-25 6-25 
gE EIEY ale SS JGR LBS. a el Rs Rane Aad Bet a fee: CAL LEAN hee es 6-31 6-26 6-26 
ILE 51 Wie ap aS are a area RRSP RR ar sree SHOUT Ia. oc NERY emcaatan ne 6:30 6-26 6-26 
i ee ee ee 6-50 6-10 6-10 
Mais 1 ee 28550 6-40 6-40 - 
0 ee A a ee eee 6-00 6-00. 
ero Oe eee. ty os pee 6-50 Ci 0 fas Par SN saan 6-30 6:30 
CEST § CaS 1 SS SU sae ae ene el Ba Sea eeu Son 6-50 650s) Seen 6-39 §-39 
POST OS Re Lees nee Moe] Sano ae a 6:50 6:50-) ick eee 6-21 6-21 , 
1D) RCC DN 8 ae Rei am nce eRe eae Ge Nn a 2 sel PRD Ses WN em Pep ACS SS 8 6-50 6:50 
OSD esac SR So a eS Pe AS ACO esa Ne OA Na eiee a ee o 6-50 6-50 
7 LG 240 Serr RON A SSR RuUi rs Ie Seen CoN NEN n NS tte Ske Sead Lie Mae MERTEN re A aa ee eh 6:50 6-50 
opiate A VA eal ae ie ieee ao nares bara eect gr) itt Scan cert a po Gy ened ae © 9 een trance In (3) 7-11 
\(2) 7:63/ 
$90 Feira ee eae One ere rea ee (AY 2: FG ee ee (3) 6-92 
\(2) 7 -48f 
4 BS Bs 8 BOR pee ine an Gita pe Eee ete eee ced Bees etc 28 ena 113) (SO ee ee ee ee (3) 6-65 
(2) 7:07 
PhS = [0900 ke a a ee ee ae eee 6-66. 
i Go Js Reeser aan eee otatan acute toa Raa CSR pe Ong Bae a ew ant, Bien recs kaka Shak Nerf cysou Soe 2 ovens 6-64 
SBS es IN ene a Sas eec RS e ere reo iy ae Im te ae Pe ea pene a Ne cent MEAS Sy SEA SVN cal ei) 6-63 
eS ODO sete EN eines | eee Rea 3005S) Re a ara PR 7:00 G282 3 ie eee 
DOR OSi ee ee Ceaaie i cia ier) Sik Me ae ras RL NOL dats eat ae Sad 7-00 [See Pad Ce amano SS 
UF eer aeny Tce aint cea Ono aig) RBar tal Bete ant yn Ga cua oul Re NON Rp ah 7-00 6280s ee 
<5 [ising EA cone one ere Rue ite Sa a Malate) ReMi At Pae ines Se UENL  S ure Mea Gay oN Rate renin co ai Beas ea GSES a oe 
5) 6-55 
d Th FS 5 JER et pit oe eS aces Pectin bMCievec ine rere Wat kn eat nan baeincon se mete Le Bh CUS eR (4) 6-52) 
(5) 6-51f 
TES Bok ee ele ape RR RE Cran, ree mvvea Warand DO Seri ata eae Sebo olla Coir ian nea lei @ LRN eesti aio gp ee es 8) {15} 6-50 
(5) 6-58 
ut LBA SRN Re i 8 a Re aa ECs Sb ee on as TW IN ARF UBS HY a re al 6-06 §-32 6-29 
2 RY AS Noa Rite SS aster oe tae react pose eens cmc ord Dare eit en recat an EMmiaN EAE eat 6-06 6-30 6-29 
cE BG Beg OR eas Esl ge eats 7 eal DOM MEA ae Cy un | RNase deca ge or aptal (Ne yaekts ee oh 6-06 6-32 6-29 
J 0 DAL Reagan oh es = ar ccnp ac rte PARE cia eh ere StS A Wr ay ANE eg MAI RC Ren cro MR MATS RES MAP AAGN ahaa AM: 6:00 i. ae 
RY Bs (Mca aire en linc aay ess Nia RC a caca ON SOR TGY rome Cv Rc az eM ah Beir Mea Aap oe. Naina ne | f- 6°80: Pee coe 
Ss ee Sali tis at Berea Ley MR Po tN Sa ome a 6:50. ee 
1 AGES, BY DIAS ie Bee AIRE SS pa re Peg ee rN Reena sk US ASRS Neue eee ea a 6-50 6-50 6-50 
BO SO ie, Cee eee as os Be ae eee CUA Ie acne RE See 6-50 6-50 6-50 
St loss 2 i Ta bd eu ea eer ae peed Es ce auclo RINAVS I RAMON ACORN ant aaa cae om ene neoas pOee 6-50 6:50 6-50 
UES Ue at Se Nes eR Rea cg neat I oar Nanrserigt Meccan aM om Bee OL an Sec Pr 7:07 7-07 
TRY RE Noo oa DAU Se eter de ate eet NE aa N bag ed MOANA Da Cogs ses tke een a SA CC a a 7-00 7-00 
cH eh NES, Go ere ire nae Ee ae eal ga acer hacia's SH rN Waa Nad ad ie ob sae eee Nvees Ne Sh 7-00 7-00 
LN ESOS SE ko Fs) ie Ss Bs co a aU eae ee rl Ra Ma sr as NOM Bemseg rs oer ae HEN cae Wie tr catiays 6-50 6-60 6-50 % 
BO SH) sae tetas he ac ahs Se, Bae a gees fered Aa eee ey ak ema ers Seeds 6-40 7-00 6-60 
Tho Fan (ESS Nasa ce eC A es Bc eae ge on (ene eter FRCS Mad bie ge pe Oe 6-50 6-50 6-50 
SR Wei fe PSS ee Si ahs nae ea Sa ae egg a Oa A eR AREL ai es 20 ny element aa Iemce Atel a ome 6 OO sates eas 
ite es i ee ee ah ee Baan es, 3 : 
VER eS Sa i eS Ue ee meron Pree eee cay kd Bape 
Geta ee a ae eo SA ee ie 6-50 6-23 6-29 
BO Sie beseech ee eet as Rovere RIE ts aos AR ORISA os BIg aoa ir ena ea 6-50 6-50 - §-50 ~ 
POD Ue eae eae oe Sie er reel ghee Gu ese Lee yee ar) PO ec ie Pm eae 6-56 6-41 6645 
ee PA OO ee RS ala oe Pe tea rs eee Pr ee be a IAS 
TOS Oe ee i er ee re aac Wien Seema Deere ag ee ew Mar ceaien a atg OT LS a PCO ods. oo ala At tw 
POS D ee ee Pe Nee Sy Be ae ste etre ale. 0s See er 
(1) Nova Scotia... (2) New Brunswick. (3) Including Montreal. (4) Company Funds. 
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TABLE VI 


(EXPERIENCE OF ONE CoMPaNy) 


Srl WOO Cin 


Branch 1917 | 1918 | 1919 | 1920 | 1921 | 1922 | 1923 | 1924 | 1925 | 1926 | 1927 1928 1929 | 1980 | 1981 
Ontario (ineluding > Aare 
City of Montreal).| 7-09} 7-17| 7-06} 7-30) 7-91) 7-73} 7-48) 7-29} 6-91} 6-83} 6-71] 6-95) 7-11} 6-92) 6-65 
Manitoba........... 7-67} 7-80) 7-58| 7-74} 8-29) 8-21; 8-01) 8-0 | 7-50) 7-22) 7-10) 7-07] 7-041 7-12) 7-00 
British Columbia...| 8-12} 7:40] 8-02} 8-13) 8-44) 8-45! 8-22} 8-03) 7-84! 7-60) -7-39| 7-27) 7-11] 7-15! 7-17 
Alberta.............| 8-02} 8-16} 8-08} 8-17) 8-68) 8-68] 8-35) 8-23! 8-13} 7-93) 7-75! 7-73] 7-81) 7-39] 7-29 
Saskatchewan...... 8-05} 8-03) 8-02) 8-06} 8-54) 8-97) 8-49} 8-19} 7-97] 7-75| 7-52! 7-48] 7-37| 7-76) 7-61 
New Brunswick..... 7-94} 7-98) 7-95 ' 8-14} 8-58) 8-82) 8-58) 8-380) 7-70) 7-15} 7-91) 7-57| 7-63) 7-43) 7-07 
Nova Scotia........ 8-06) 8-44) 8-34) 8-14) 8-05} 7-88) 7-85) 7-37) 7-68] 7-44] 7-61) 7-50 
Oxford County......]...... 6:32} 7-0] 7-10) 7-42) 7-29) 7-13) 7-02) 6-83} 6-66) 6-51} 6-79] 6-85] 6-98] 6-7 
Para te OGG Ves lec tual waa hase [el owed es seas gence | es ht te Le ee eel a a 6:63] 6-88} 7-0] 7:0] 7-0 
Total...........|. 7°64] 7-76) 7-51! 8-07) 8-35} 8-07) 7-72| 7-54) 7-15) 6-99} 6-88] 7-08] 7-10] -6-99] 6-84 
TABLE VI—Continued 
2. AVERAGE Rate or INTEREST ON AMOUNT RENEWED DuRING YEAR 
(EXPERIENCE OF ONE Company) 
Branch 1917 | 1918 | 1919 | 1920 | 1921 | 1922 | 1923 | 1924 | 1925 | 1926 | 1927.| 1928 | 1929 | 1930 | 1931 
Ontario (including | Oe 
City of Montreal)| 7-07) 7-12} 7-17) 7-45} 7-98) 7-70) 7-61) 7-35) 7-09) 6-97| 6-75) 6-75| 6-83! 6-89) 6-80 
Mamtoba.//. 20. 7-55| 7-79) 7-43) 7-87| 8-08) 8-16) 8-01) 7-90} 7-85) 7-76) 7-50} 7-29} 7-36) .7-45| 7-29 - 
British Columbia. . 7-96) 7:97) 7-88} 8-09} 8-12} 8-49] 8-16) 7-79] 8-03) 7-87) 7-57) 7-26) 7-17| 7-41) 7-39 
Alberta... f 8-13} 8-37] 7-65} 8-20) 8-77) 8-64) 8-47] 8-34! 8-28) 8-20} 8-05} 8-03; 7-99} 7-90} 8-12 
Saskatchewan. Gi ieees 8-12} 8-14] 8-12! 8-31} 8-77| 8-95] 8-64) 8-22] 8-14) 8-22! 8-15} 7-94) 7-89] 8-12) 7-65 
New Brunswick..... \ 7-941 7-981 7-98) / 8-03} 8-46} 8-57) 8-41) 8-25} 8-10} 8-06} 8-12) 8-16) 7-50} 7-56] 6-91 
Nova Seotia........ \ 7-40} 8-18} 8-38) 8-09} 7-95) 8-06) 7-86] 7-89) 7-96] 8-08} 7-7i| 8-0 — 
Oxford County......)...0.. 6-59} 6-76) 7-02) 7-38) 7-24 7-15) 7-05) 6-70} 6-9 | 6-83} 6-5 | 6-81} 6-5 | 6:5 
TSS na ok Cray baa Basan ea tee ies tears ee care a IR gael Us ec Ue geen ON Rael tay pF fi L128 eae Nowe 6:5" )°26:05)..5 =. = CAA LOU ick 
AOLAD Oke De 7-541 7-57| 7-53) 7-83} 8-17; 8-09} 8-06) 7-66) 7-51) 7-57) 7-30! 7-06) 7-04) 7-05 6-90 
TABLE VI—Concluded 
3. AVERAGE Rate or INTEREST ON (1) AND (2) CoMBINED 
(EXPERIENCE OF ONE CoMPANY) ? 
Branch 1917 | 1918 | 1919 | 1920 | 1921 | 1922 | 1923 | 1924 | 1925 | 1€26 | 1927 | 1928 |}. 1929 | 1930 | 1931 
Ontario (including 
City of Montreal)| 7-08} 7-14) 7-09} 7-40) 7-94| 7-72) 7-49| 7-31] 6-95} 6-84! 6-71] 6-89] 7-00} 6-91) 6-7 
Manitoba........... 7-58} 7-79} 7-49) 7-78) 8-20) 8-18) 8-01) 7-94) 7-69} 7-50} 7-34) 7-20) 7-20) 7-34) 7-2 
British Columbia 7:99} 7-77| 7-96} 8-12) 8-30) 8-46} 8-21] 7-97) 7-90] 7-68! 7-42) 7-27| 7-14! 7-25) 7-2. 
Alberta 8-06} 8-19} 7-98} 8-18} 8-69} 8-68} 8-38} 8-26; 8-18} 8-03] 7-83] 7-79} 7-85| 7-60! 7-8 
Saskatchewan...... 8-08] 8-07; 8-05} 8-14) 8-57) 8-96) 8-60] 8-21] 8-07} 8-05) 7-82| 7-67| 7-52) 7-89] 7-6 
New Brunswick..... ? 7:95| 7-98} 7-95} 8-13) 8-55) 8-79) 8-54) 8-29] . 7-83] 7-45] 7-97| 7-78) 7-58! 7-49] 7-0 
Nova Scotia........ 8-04) 8-48) 8-34) 8-13) 8-03) 7-94) 7-85) 7-45) 7-76] 7-53) 7-62) 7-5 
Oxford County......|-..... 6-46; 6-80} 7-05} 7-40! 7-26) 7-14) 7-04) 6-74) 6-8 | 6-56} 6-68} 6-82) 6-8] 6-6 
BLE Won ont CH OVEs GRC eepe nde cate re acti Mae Rl ENE Na DA Oa Parent he Oeia van MSS ad Coes NG eg oA Rs 6-61; 6-64 7-0} 7-0{ 7-0 
OEE ier ts 7:60! 7-70} 7-51) 7-89} 8-29] 8-07; 7-79} 7-58] 7-25| 7-10] 6-94! 7-08] 7-14) 7-01 87 
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es os =a hi TABLE WAL ie: 
an eds i ; 
Z x New Fas Morraacss 1N Prac Provinces, 1929, 1930 AnD 1931 SHowine NuMBER OF 
ie | cores i Niter etry kee Ao gues Reporting Each Rare 
ee 4 ise SN oe it Se cee ale 
* 


Per cent 


- Total. Passe oki (2 et 17 a a ee 
mpanic average 6-00 6-26 6-27 | 6-35 | 6-50 | 6-68 | 7-00 ] 7-20] 7-25 | 7-30] 7-361 7-37) 7-881 7-39 | 7-40 


— | Simple Per cent 

; Total A EEAL EL OUC | eee 

| | companies average | 7-44 | 7-45) 7-561 7-59] 7-60] 7-70) 7-77 ne 80 | 7-84 | 7-85 | 7-90 | 7-94| 7-96] 7-971 8-00 
5 xin % 
vi 21 TOS: ek Pe Ree ba eres NA ey ba Nat a ate ae Pe ee Gceeen Ot: 4 
: 18 7 6att Gian ek ea ere ea LeU ae eae Terese, o/s die sab eee 1 Le ees 1 5 
A 13 Es SE eae AP Saiae atta nea Be tee Ty Lleons 4 

~- TABLE VIII 


YIELD OF ONTARIO Bonps, 1900-Frsruary, 1933 


Based on information supplied monthly by Messrs. Wood, Gundy and Company, Ltd., 
as to yields of most popular Ontario Bonds 


1900 1901 1902 1903 1904 1905 1906 1907 


sf 3-50 3-73 3-80 3-76 3-76 3-75 3-65 3°75 
rat 3-55 3°76 3-80 3-76 3:76 3:60 3-65 3-90 
rE mn Ree fae ee 3°60r 4h 8277 3-80 3-76 3-80 3°55 3:65 4-10 
ee Aes 3-70 3-77 3-80 3:76 8:80 3:60 3:68 4-20 
es - December......... Bene ye. 3:80 3:76 3-76 3°75 3:65 3-70 4.25 
<a aa cbse 4! 1908 1909 1910 19114 1912 1913 1914 1915 
gency Di aye 4-25 3°95 3-90 4-00 4-00 4-25 4-40 4-25 
_ April 4-20 3-90 3:95 3-88 4-10 4-30 4-35 4-40 
eteOMRO Lah cick ews 4-15 3°85 3:95 3:88 4:15 4-35 4-25 4-50 
Ai ee October... on 4-10 3°85 3°95 3°90 4-20 4-40 4.25 5-00 
ni ” December... ih de 00 3-90 4-00 4-00 4-25 4-40 Ee i a 
- _— 1916 1917 1918 1919 1920 1921 1922 
4 BARMATY: «25 ssn aya e Pee cai ee 5-25 4-90 6-00 5-80 575 6-00 5:60 
rf PM) MME EEL Cheah ck. ly Sow ee hes Son ea eas 5-30 5-25 6:00 5-60 5-80 6-00 5-40 
oe TELE SRAM AIRE Ny oe Stems Rea ena 5-25 5:50 6-05 5-40 6-00 6:05 5-40 
IDELOMEE Male eh kee ee 5-00 5-90 6-00 5-60 6-20 6-05 5:35 
TIRCENT OOK eet ee, 4-90 6-006 6-00 5-75 6-45 5-72 5-42 
ae aban oe 1923 | 1924 | 1925 | 1926 | 1927 | 1928 |; 1929 | 1930 | 1931 | 1932 | 1933 
oy - | ERE AMEE RD, Gee 8 Phos 2 Sah a EEA Sania Soe 2 US saree ay Wee aacaae? ie eens Moen (Mie Naeaee, ae ce AW SEN SLES 
“a BEANUTAT YAS 2057 O00. orcs bem ete ee - 5-40 | 5-10 | 4-75 | 4-80 | 4-65 | 4:30 | 4-65 | 4:90 | 4-55 | 5-74 | 4-75 
7 MMO STU TV / Soc ks ote aie hie’ 5-30 | 5-08 | 4-80 | 4-80 | 4-65 | 4-20 | 4-70 | 4:90 |} 4-55 | 5-55 | 4-73 
r ry Ser 6 ee IR er tk ie gre te 5-25 |.5:08 | 4-80 | 4-80 |.4-60 | 4-25 | 4-85 | 4-85 | 4-45 | 5-30 ]...... 
: = Meee Pg OF a ARRRIMOTL pa nes Tk 5-15 | 5-08 | 4-80 | 4-80 | 4-56 | 4:25 | 4-95 | 4-85 | 4-45 | 5-33 ]...... 
es May.. 5-15 | 5-087) 4-75 | 4-80] 4-55 | 4-35 | 5-00 | 4-85 | 4-40 | 5-42 |...00, 
EG rh es Sioned a 5-15 | 5-07 | 4-75 | 4-80 | 4-55 | 4-40 | 4-95 | 4-88 | 4-40 | 5-48 [.-.... 
es RE er ar 5-15 | 4-96 | 4-75 | 4-80 | 4-55 | 4-50 | 4-95 | 4-80 | 4-45 | 5-307...... 
Been Se oe 5-15 | 4-75 | 4-75 | 4-80 | 4-55 | 4-60 | 4-90 |} 4-60 | 4-40 | 4-95 j...... 
September 5-15 | 4-75 | 4:75 | 4-80 | 4-55 | 4-60 | 5-00 | 4-45 | 4-65 | 4-88 |...... 
BOYES OV Oye) G2 oe ane 5-17 | 4:80 | 4-80 | 4-80 | 4-50 | 4-55 | 4-95 | 4-50] 4:95 | 4-70 ]...... 
7 MIN COT DOR eri i ee facies ek es 5-14 | 4-75 | 4-80 | 4-75 | 4-47 | 4-55 | 4-95 | 4-50 | 5-05 | 4-90 J...... 
December........ 5-14 | 4-75 | 4-80 | 4-75 | 4-35 | 4-60 | 4-90 | 4-50 | 5-20 | 4-92 |...... 
bia 
ne Se > 
Y ae tp : ~ 


80 
TABLE x ae 
Sranae NUMBERS OF Iyrernst Rats IN ae CatcuLaTeD FROM ‘Seen oF Oxranto B Bons, 1900-19 
a 3 <<, Base 19265100 acne (* ju. aoe ae 
ceo ae 1900 1901 1902 1903 1904 | 1905 1906 1907 
January... ......, 73-1 77-9 79-3 18-8) so 7595 78-5 | 76.2 78-3 
- April.. a ekree 74-1 78-5 79-3 78-5 78-5 75-2 76-2 81-4 
Sie ee eee 75-2 78-7 79-3 78-5 79-3 74-1 76-2 |F 85-6 
October. the 77-2 9857 79-3 78-5 79-3 | 75-2 76-8 87-7 
- December.........| we 79-3 78-5 78°5 78-3 76-2 77-2 $8 +7 
ip ee 1908 1909 1910 1911 1912 1913 1914 | 1915 
January...........| 88-7 82-5 81-4 83-5 83-5 88-7 | 91.9 8827 
Pear fea (ee Pia sa ee 82-5 81-0 85-6 89-8 90-8 | 91.9 
ine ie aa 86-6 80-4 82-5 81-0 86-6 90-8 88-7 93-9 
October... 85-6 80-4 82-5 81-4 87-7 91-9 ge 104-4 
December......... 83-5 81-4 83-5 83-5 88-7 91-0 88- 109-6 
e a we ee I : — — : ° ; 
| scataadl 1916 | 1917 | 1918 | 1919 | 19290 | 1991 | 4999 | 1923 | 1994 
January....<...2../......:| 109-6 | 100-2 | 125-3 | 121-1-|- 120-0 125-3 | 116-9] 112-7} 106-: 
prio Poe eo 110-6 | 109-6} 125-3] 116-9] 121-1} 125-3] 112-7] 107-5] J06-. 
Sige eS: 109-6 | 114-8} 126-3} 112-7) 125-3 1. 126-3 | 119-7 | 107-5 | 105-; 
Octaber eo 104-4 | 123-2} 125-3 | 116-9 | 129-4 | 126-31 111-7 | 107-9 | 100-: 
December....-...........| 102-3 |. 125-3 |> 195.3 | 120-0} 128-4] 119-4] 113-2] 107-3] 99.: 
Cn Soe ee ake ho Pe ee en = 
ates 1925 | 1926 | 1927 | 1928 | 1929 | 1930 | 1931 | 1932 | 1988 
Dahary ee Se ey) hy 99-2 | 100-2 97-1 89-8 97-1] 102-3 95-0} 119-8} 99-; 
Bebruary................] 100-2} 100-2] 97-1] 87-7] 98-1] 102-3} 95.0]. 115-9} 98.7 
Manchite cs. oe. 100-2} 100-2; 96-0} 88-7} 101-3} 101-3] 92-9} 110-6]... 
pales Sve ce oh 100-2 | 100-2} 95:2] 88-7] 103-3] 101-3] 92-9| 111-3 ; 
Me ee 99-2} 100-2) 95-0) 90-8] 1044] 101-3| 91-9} 113-0}. 
Ones eno 99:2) 100-2) 95-0) 91-9 103-3} 100°8| 91-0]. Fides et 
Dine Neg ees ee 99-2} 100-2} 95-0] 93-9] 103-3] 100-2] 92-9] 110-6]......- 
Nretss Ge hes ae th 99-2} 100-2} 95-0} 96-0] 102-3] 96-0] 91-9] 103-3]......_ 
September................] 99-2}: 100-2] 95-0] 96-0] 104-4] 92-9] 97-1] 101-9}... 
Otiohers ioe 100-2 | 100-2 93-9} 95-0] 103-3] 93-9} 103-3] 98-1].....:. 
November. 2... 100-2; 99-2! 93-3] 95-0] 103-3] 93-9] 105-4] 102-3]....... 
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NKING AND COMMERCE ee HON eg 
ve fi TABLE X 

: F -Yreip ‘ON Dominion GOVERNMENT Bonps, Since 1926 

4 ‘e tenes thon REFUNDING Loans, 1940, 1943, 1944 AND 1946 


1 SR PR ES a Se a a a ae TI 
ea eR ee a Mar RIE, WEARER Lae re ac hun ep en mre oT rn ae 


a ane Feb. March | April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dee. 


—— | | | | | | 
— | | | _—_———_—_—_. | —_ 


1910;( Sameer B00 8-975 -02,| 5-84 | 8-77 | 5-711 8-67 |-ba67. | 5-71.) 574 | 5.74 Le Bera 
1920 ieee. 5-74 | 674 |-5-78| 5-88| 6-05| 6-13] 6-16| 6-13 | 6-17 6-29| 6-41 | 6-41 
{saree 6-25 | 6-07| 5-98] 6-02| 6-03| 6-05| 6-03] 6-05] 6-05| 6-05| 5-97| 5-83 
pps) ets 5-68 | 5-60| 5-58| 5-50| 5-43 | 5-42] 5-42] 5-47| 5-47| 5-50] 5-47] 5-45 
1923eeee 5-40 | 5-28| 5-22] 5-18 | 5-22| 5-22] 5-22} 5-20| 5-22] 5-25] 5-28] 5-98 
199426 coat 5-25 | 5-22} 5-20] 5-20] 5-20| 5-20] 5-21] 5-14] 5-09] 5-07] 5-05 | 5-05 
1925.59 doce 4-93 | 4-89| 4-87 | 4-85 | 4:85] 4-83] 4-82} 4-82] 4-83 | 4-85] 4-86] 4.86 
1996. mige +: 4-86 | 4-83 | 4-83 | 4-86] 4-85 | 4-83 | 4-84] 4-84] 4-84] 4-84] 4-84] 4-89 
LR. 4-70 | 4-61| 4-61| 4-60] 4-55] 4-63 |. 4:64] 4-58 |~4-58| 4-55] 4-46] 4-35 
US a ae 4.32 | 4:32 | 4-31] 4:30] 4-37| 4-49| 4-521 4-65] 4-65 | 4-64] 4-61 | 4-66 
£029 yee 4-70| 4-75 | 4-91 | 4-83] 4-83 | 4-88°| 5-06] 5-01| 4-93 | 5-07] 5-06] 4-91 
19300. eee 4-89} 4-95 | 4-86 | 4-80] 4:79] 4-73 | 4-70] 4-63 | 4-54] 4-55] 4-54] 4.55 
103k; too 4-57| 4-52| 4-50| 4-43 | 4-39 | 4-38] 4-37] 4-36] 4-61 | 4-97| 4-94| 5-15 
1032 ee 5-37 | 5-23| 5-17] 5-20| 5-19 | 5-23} 5-11| 4-83 | 4-75] 4-661 4-80| 4-78 
1033. eens P 4-55] 4049 foo fe epee fertefcefe ef crepe ch ee 
APPENDIX 


Manitoba Farm Loan Association 
Commenced business April 1, 1917. : : 


In the fall of 1929 this board was replaced by Canadian Farm Loan Board. 
No new loans were made by the Manitoba Farm Loan Board since 1929. 


On April 30, 1930, there were 2,695 loans on the books as under:— 


Number Rate of 


Date of loans interest 
PEE MMR eT tira Ph hk we hd SN A hy Manga manuhy ye UB a SAT 2 998 6 % 
IIE tis ese elvis Serie Pea reap a mag tiny ones 1 302 1% 
LS | eee ai ei rp AE To Sees OEY MAE Mn ae. he RN 365 64% 


Total outstanding $6,295,381.22. 


Saskatchewan Farm Loan Board 
First mortgages outstanding December 31, 1930, $10,573,197.10. First loan 
made in September, 1917. General rate of interest is 64 per cent. (Page 39, 
Sessional Papers of 1927 Session.) 
Ontario Agricultural Development Board 
_ Report! for year ending October 31, 1931. Page 4 shows outstanding loans, 
$35,450,646. | 


“The interest rate of 54 per cent is as low as is to be found anywhere and 
is one to four per cent less than is otherwise charged throughout the province.” 
(Page 4, 1931 Report, Ontario Agricultural Development Board.) 


Canadian Farm Loan Board 
In existence three years. 
Report for 1930-31, page 5:— | 
“Loans made by the board carry interest at the rate of 64 per cent per 


4nnum and 7 per cent per annum on arrears and are repayable under either a 
23-year or a 32-year plan of repayment.” 


Principal sum of loans secured by mortgage as at March 31, 1932, was 
_ $7,878,740.96. | 
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yan oe SESSION 1932-33 


ce - 
Ara If, 


HOUSE OF COMMONS 


SELECT STANDING COMMITTEE 


ON 


IBANKING AND COMMERCE 


MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 9 


TUESDAY, APRIL 25, 1933 
Order of Reference: Re Debts and Interest Rates. 


WITNESSES: 


i i BDr. R. H. Coats, F.S.S., Dominion Statistician; S. A. Cudmore, Esq., M.A., 


F.S.S., Dominion Bureau of Statistics; H. Marshall, Esq., B.A., 
F.S.S., Dominion Bureau of Statistics. 


TA 
J. O. PATENAUDE, ACTING KING’S PRINTER 
1933 


MINUTES OF PROCEEDINGS 


House oF COMMONS, 
ese gal April 138, 1933. 


at 11 am. 


: present: Messieurs re Baker, Harris, Hurtubise, Lawson, 
Pettit, Smoke and Stanley, 9. 


A quorum not being present at 11.22 a.m., the meeting called for this day 
ds adjourned to meet at the call of the Chair. 


T. L. McEVOY, 
Clerk of the Committee. 


House or Commons, 
, Tuurspay, April 20, 1933. 


‘The Select Standing Committee on Banking and Commerce was called to 
ees this day at 11 a.m. 

_. Members present: Messieurs Bowman, Donnelly, Ganong, Howard, Hurtu- 
bise, Lawson, Matthews, Pettit, Robinson, Smoke, Stanley and Willis, 12. 


i, for this day remains 


A quorum not being ent at 11.25, the meeting _ 
adjourned to meet at the call of the Chair. 


ee of oir MchVOY, 
\ Clerk of the Committee. 


Housr or CoMMONS, 
Turspay, April 25, 1938. 


e The Saledt Standing See on Banking and Commerce met this day 
at 1) aes? 


On motion of Mr. Sa ee 
Resolved: That in the absence of the Chairman, Mr. R. C. Matthews, 
a R. B. Hanson (York-Sunbury) act as vice-chairman. 


Mr. R. B. Hanson presided. 


The Clerk of the Committee read replies received from the Attorney General 
of Manitoba and of New Brunswick in answer to questions submitted re juris- 
_ diction. (See Appendix “H” and Appendix “I”, herewith). 

Dr. R. H. Coats, F.8.8., Dominion Bae aan presented the following 
emoranda : 

\ Tables showing mortgages held by Insurance Companies showing interest 
rs one year or more and mortgages written off; Loan and Trust Com- 
n srest due and unpaid; (printed herewith as Appendix “J”) ; 


eee 


lll 


; 
i 
Fe 


iv 


B. Composition of the Loans in Canada of Canadian Bank of Commerce, 
in autumn of 1929 and at February, 1932; Assets of Trust and Loan Companies 
illustrating character of loans; Assets of Life Insurance Companies, showing 
character of loans; statement of length of loans, generally, (Printed herewith 
as Appendix “K’’) ; 

C. Trust and Loan Companies liability to shareholders and dividends paid; 
Bank Liabilities to shareholders and rate of dividend paid; Rate of Interest paid 
by one large Loan Corporation on Debentures which it sold, 1917-1932. | 


Ordered: That Bureau of Statistics prepare a synopsis of Moratoria Acts’ 
of various Provinces and of Debt Adjustment Acts of Prairie Provinces for - 
inclusion in record. 


The Committee adjourned to meet at the call of the Chair. 
T. L. McEVOY, 
Clerk of the Committee. 


pion EVIDENCE 
3 “House or Commons, 
Ae eens ee et A part, 191988. 


Bending Con on Banking and Commerce was called to 
ae am. Mr. R. C. Matthews was in a vine Chair. 


MINUTES OF EVIDENCE 
Hovusz or Commons, 
Aprit 20, 1933. vo 


The Select. Standing Committee on Banking and Commerce was called to. 
t this day at 11.00 am. Mr. R..C. Matthews was in the Chair. 


: en CAAIBMAN: Gentlemen, uhe sponsor of this pests eee ree be paket: 


| remain adj ied an meet at the call of the Clie 


ae ate The mecting adjourned at 11.25 a.m. 


MINUTES OF EVIDENCE 
i Pe eee! | House or Commons, 
‘ Turspay April 25, 1933. 


as ihe Seiicrice which i has eeaae given. tee ive been A ens cia 
DY: the Attorney Generals of New Brunswick and Manitoba as to the constitu- 
ional query which was sent ou to them from the Secretary of State with respect 
this question of interest, and/or reduction of principal of indebtedness. 
1 haps we should have those read into the record so that hon. gentlemen may 
e the opportunity to study them between now and the next session, if they so 
ok then we shall proceed with Dr. Coats, if that is agreeable. 


te 2 read by Clerk—see appendices “H” and “I”. 
171 


172 SELECT STANDING COMMITTEE 


The AcTING CHAIRMAN: Is it the desire of the Committee that ee com- 


munications should be printed in the proceedings? (Carried.) 


‘, 


Dr. R. H. Coats recalled. 


Dr. Coats: Mr. Chairman, at the last meeting of the Committee, you were 
dealing with question 3 of Mr. Speakman’s resolution, which has to do with 
inspection fees, renewal charges, etc., and we presented some matter of a general 


kind which was obtained from the Dominion Mortgage Association. It was the 
instruction of the Committee that that information should be enlarged. I may 
say that we have as yet been unable to obtain any further information; but I 
think it may interest the Committee, if I explain just what steps we have taken 
on this point. In the first place, we have taken three steps; we are getting a 


further return on this point of renewal and inspection charges and other charges — 


from the individual mortgage and loaning companies throughout Canada. 

Secondly, we are endeavouring to get names of a number of representative 
private loaners in each considerable city and town to whom we will apply for the 
same information, and then thirdly, as was pointed out, that by applying only ~ 
to the loaning agencies in each case we might get a biased return, we have 
selected, from the census of agriculture taken in 1931, the names of some 3,000 
farmers who have mortgage encumbrances on their farms, and we have directed 
an inquiry to them as to the inspection fees and other charges of this kind that 
they are called on to pay in connection with floating their mortgage, and in that 
way we will get, I think, a satisfactory return from both sides of the question; 
although it will take a few weeks’ time to get all the matter assembled and 


analyzed. I hope though, at a later meeting of the Committee, we shall be able — : = 


to present something worth while. 


There were questions raised, at. the last meeting of the Committee, by Mr. 


Willis and Dr. Morand to which we can supply some material answers. Mr. 


Willis asked this question: “What has been done by the mortgage companies in 


the way of ‘writing-off’”? The answer to that is this: the Dominion Mortgage 
and Investment Association is looking into this matter and some information 
will be available later. : 
Then, Dr. Morand asked this question: “Is it possible to show, by years, 
and by provinces, the amount of arrears on mortgages; showing whether the 
arrears are for one, two, three, four or such term of years as it possibly can be — 
shown?” We have prepared some data on this point, which can be circulated 
to the committee, and which consists of a couple of tables showing the invest- 
ments of insurance companies, the total outstanding, the total with interest and 
arrears, one year or more, and the totals that have been written off; secondly, 


there is a table that shows mortgages, loans and agreements for sale on real estate — 


with interest due and unpaid December 31st, 1930 and 1931, according to the __ 


official reports to the province of Ontario from loan corporations and trust com- 


panies. These two tables, I think give a pretty good bird’s eye view of the — 


situation that Dr. Morand has been enquiring about. (For tables, see Appendix 
ace ; 


The Acting CHairMaN: In glancing over the first part of table one, to 
notice that the ratio of the total outstanding indebtedness of mortgages in the - 


Dominion of Canada to the total im arrears, seems to be about constant, does it © 


not? There seems to be a drop, and then it goes up very rapidly. 
Dr. Coats: It drops pretty low— 


The Actina CHAIRMAN: In 1924 total written ue was one per cent and in 
1931 it was .61. 


Dr. Coats: Total in arrears was pretty high peeves 1921 and 1924, ee 


then it drops in 1928, and is less in 1929. 1928 and 1929 were quite low years. — 


wa 


~ 


+ 
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7 Mr. [sae “What j is meant by: “total with interest in arrears one year or 
more”? Does that mean principal and interest? 


The Acting CHAIRMAN: No, the “ total amount of mortgages in millions of 
dollars with interest in arrears one year or more”, which is the caption. 
Dr. Coats: Yes. 
Mr. Perrit: In 1921, the total outstanding is listed as 143.9. 
The Acting ao In 1931 it was $437,300,000. 
Dr. Coats: Yes; out of $437,300,000 in 1931, $30,700,000 were in arrears of 
interest. 
The AcTING CHAIRMAN: Or 7.0 per cent. 
Mr. Pertir: I was wondering why the words “total principal and interest” 
were not used. 
Mr. Borttweiu: Arrears of principal and interest. 
The Acttng CHAIRMAN: The second column, I think, is just arrears, ‘‘total 
with interest in arrears one year or more’. 
Mr. Boruwetu: In order to understand the first schedule: in 1931, the total 
‘amount of mortgage outstanding is $437,300,000. The total of interest in arrears. 
one year or more, 1s $30,700,000; that 1s principal and interest. 
The Actzna CuHarrMAN: No, that is the total of the principal of the mort- 
gages which are in arrears of interest for one year or more. 
Mr. BorHwE tu: That is the principal? 
The Actinec CHAIRMAN: No, arrears of interest only. 
Mr. BorHweE.u: This $30,000,000 is the amount of the principal in arrears. 
The Actinc CHAIRMAN: No. 
Mr. Moranp: Not the amount due. 
The Acting CHAIRMAN: For which the interest is in arrears only; it has 
no reference to arrears of principal, I understand. 
Mr. BorHwe.u: The third and fourth columns explain it. 
Dr. Coats: In 1931, the total amount of mortgages was $437,300,000. Of 
that total, $30,700,000 in “principal had interest in arrears. In other words, 7 per 
-eent, in the third column, of the loans showed interest in arrears. 


The ActING CHAIRMAN: In the last two columns are shown the total amount 
written off; is that what they have reported they have written off? 

Mr. MarsHa.u: Yes. 

Dr. Coats: Yes. 
~The Acting CuairMan: It is a report on insurance companies only? 

Dr. ‘Coats: Quite so. 

Mr. Boruweiu: In the total written off, do you include principal and 
interest? 

Mr. MarsHatu: It faolades principal only. 

The ActriING CHAIRMAN: This $2,650,000 which has been written off, I 
suppose, are loans they have actually written down. 

Dr. Coats: Yes, that is the amount of principal written off, not interest. 

The ActiInG CHAIRMAN: The farm mortgages show a much worse story than 
other mortgages, there is no doubt about that. 

Mr. Howarp: In the second column, farm mortgages, the total in arrears 

since 1929, has gone up almost 4% times. 

The Acting CHAIRMAN: From 8-3 per cent in 1929 to 38-1 per cent of the 

total in 1931. 
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Mr. Moranp: Principally Saskatchewan, Alberta and Manitoba. 


Dr. Coats: On the second page, you will find a partial analysis of the situa- 
tion by provinces. We have selected the three western provinces. 


Mr. Stanury: Dr. Coats, will you take the first schedule at the top of page ; 


Se wet you show the total outstanding, in 1931, as $43,400,000. Is that the 
total? 

Dr. Coats: That is the total of mortgages held by insurance companies in 
the province of Saskatchewan, farm mortgages. 5 

Mr. Stanuey: In which province? 

Dr. Coats: Saskatchewan. 

Mr. Baker: On 46 per cent of those interest is in arrears for one year or 
more. 

Dr. Coats: Showing arrears of interest payments. , 

Mr. Baxer: 42-6 per cent in Manitoba, and Alberta a good deal better — 
only 22 per cent. 

Dr. Coats: 22-3 per cent in Alberta. 


Mr. Howarp: Dr. Coats, have you any guess, for instance, of what per- 


centage that is of the total mortgages owned by insurance companies? 
Dr. Coats: That is the total mortgages of insurance companies. 


Mr. Howarp: Do you know what percentage that is of the total mort- 


gages? 

Dr. Coats: The only comprehensive figure we have of all thoniene: is the 
figure of the census, which runs to about $700,000,000 for all Canada. 

Mr. Moranp: The ratio would be about the same. 

Dr. Coats: I think so, that. was the reason why we gave it. 

The AcTtING CHAIRMAN: You think this would be a cross section of the 
whole country? 

Dr. Coats: We though the mortgages of insurance companies Se be a 
typical picture of the general situation. 


Mr. SPEAKMAN: With nearly two thirds of the whole, it ought to show a 


very representative average. 
Dr. Coats: Yes, I think so. 


Mr. SPEAKMAN: I am afraid there would be more of them in arrears the 


last two years. | 
Mr. Baker: Saskatchewan was in pretty good shape at the end of 1929. 


Mr. Moranp: Dr. Coats, in the third column, you show an amount as 


being written off, is that interest or capital? 

Dr. Coats: That is capital. 

Mr. Baker: The writing-off in Manitoba is the heaviest. 

Mr. BorHwe.u: Just to make that last question clear. Of this total 
written off in 1931, taking the province of Saskatchewan, 1-5 per cent, I 


presume there would be some interest in that, because the interest See prin- | 


cipal when it goes into arrears. 
Dr. Coats: I do not think so. 


The ActiInGc CHAIRMAN: Their understanding it, it is principal. It all de- 


pends on how the mortgage is drawn. I presume that the insurance companies 
consider as Mr. Bothwell says, that interest in arrears becomes principal. 


Dr. Coors: Yes. 


Mr. BotTHWELL: Practically all mortgages in the west are drawn that way. 


Ss ae Rete: . 
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_ The Actine CHairMan: Are there any explanations you desire in regard to 


rh last page? You mighh explain that, Dr. Coats. 


___Dr. Coats: The total, on page four, is made up with figures from the reports 
_ of the loan corporations and trust companies in the list of the Registrar for the 
province of Ontario; and it shows for the last two years in which those reports 
are available, 1930 and 1931, the total principal outstanding, and for each 


year the total amount of interest that is due and unpaid. The operations of 


. these companies extend over the whole of Canada pretty much, and we have 
divided the returns under the heading “ western provinces and eastern prov- 
inces”’ for comparative purposes. 


Mr. Baxer: When you look at the large amount of interest due and unpaid 
with these trust companies, that has a very important bearing on what interest 
they should be permitted to charge in general, because while it appears on the 
surface that they, perhaps, should have an average of 7 per cent interest charge, 
they do not receive 7 per cent on the average. . 

Mr. StanuEyY: Would the term ‘ eastern provinces ” include all the east—the 
Maritime provinces as well? | 


Mr. Baker: They must charge sufficient interest to cover not only those 
who do pay but to cover those who do not pay if they wish to continue to 
operate. | 

Mr. Marsuauu: I think I should make an explanation with regard to the 
last column. I made some inquiries about these figures as they are shown in the 
Loan and Trust report of Ontario, and I was informed that those figures for 
interest due and unpaid certainly are conservative on account of the method by 
which the loan and trust companies keep their account of overdue interest; and 
there are certain trust companies evidently that work. on what they call the 
D. C. I. system—they charge interest up to a certain point and then, when the 
interest is becoming overdue for a long while and the company sees that it will 
not be collected, it stops charging interest. Although, according to the law, it 
would be entitled to collect that interest, nevertheless it enters this mortgage plus 
interest as an asset at the amount where it stopped charging the interest; so that 
legally they could include a larger amount of interest, although they actually 
do not. | 

Mr. Baker: It would be safe to assume, no doubt, that in 1932 the situa- 
tion of interest due and unpaid would be much worse than it is shown here in 
1931; so the percentage of losses that these companies sustain on non receipt 
of interest is a very serious item which has to be covered in.+he interest they 
do receive and charge, providing they are going to remain in business. 

Mr. Spencer: It is nothing like the losses incurred by the mortgagors, 
surely. | 
Mr. Ganonc: A lot of the 1930 interest would be in the 1931 interest? 
Mr. MarsHauu: Yes.” 

The Actinc CHAIRMAN: It is cumulative. 


Mr. Speakman: There is another point to keep in mind. When the rate 
of interest is increased in order to cover losses, after you reach a certain point, 
the higher the interest the higher the risk. Not only do they charge a high 
rate of interest to cover the higher risk, but by charging a higher rate of 
interest beyond that which can be earned they increase the risk. It works 
both ways. | 

The Actinc CHAIRMAN: It makes it harder to pay. 


Dr. Coats: Now, coming to question 4 of Mr. Speakman’s memorandum: 
“length of time for which loans made, and the purposes, in a general way, for 
which money was borrowed. Also conditions, such as renewals, compounding 
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of interest, and, in a general way, type and relative value of security required.” — 


We have prepared three tables as bearing on this question which are now 
distributed (see Appendix ‘‘K’’); one, showing the composition of the loans in 
Canada of the Canadian Bank of Commerce in the autumn of 1929 and at 
February 1932. I might point out that in speaking previously to Mr. Speak- 
man’s resolution reference was made to the paucity of information in this con- 


nection, in fact, the entire lack of information insofar as bank loans are con- 
cerned, an omission, however, which is partially met in the case of the Bank — 


of Commerce which publishes from time to time in its monthly commercial 
letter the composition of the loans as issued by the bank. 


Mr. Srencer: Is that the reason you took the Bank of Commerce—I was 
wondering? ) 


Dr. Coats: We picked out the Bank of Commerce because it is the only . ; 
bank from which information of this kind is available. It supplies this mfor- 


mation voluntarily in its own publication. Table I reproduces these figures; 


table II has some similar figures based on the returns of trust and loan com- — 
panies; and table III is based on the figures of assets of life insurance com- 
panies. I think that table I—the table based on the Bank of Commerce 


returns—is interesting as showing the trend in which the Committee was inter- 


ested a moment ago in the case of Dr. Morand’s question. It is interesting to. 


note, as between November 1929 and February 1932, how the incidence of 
the loans made by the Bank of Commerce has changed. For instance, take 
item No. 1 ‘governments and municipalities.” That shows an increase of 28 


per cent, whereas in November 1929 that item was occupying fourth place 
in the list if we consider totals of each group. However, the loans accorded 


to No. 10 “sundry dealers and traders” have still continued to occupy second 


place in group totals with a decrease, however, of 33 per cent. In 1929 third 
place was occupied by “call loans’; today third place is occupied by “loans © 


on grain, flour, meats etc.’’ Fourth place in 1929 was occupied by “loans to 
governments and municipalities”; today fourth place is occupied by “ call loans, 
loans on securities to security houses, underwriters and so forth.” 


Mr. Moranp: With regard to No. 1 “governments and municipalities ” 


you have not the relative amounts applied to the federal government, the pro- 


vincial governments and municipalities? 


Dr. Coats: No. It is not divided. These returns are exactly as printed 
by the bank. It is only, as it were, by accident that we have them. © 


Mr. Moranp: The reason I asked that is that most municipalities that — 


I know have had a curtailment of their loans. 
The Acting CHAIRMAN: I understand this to mean that in view of ie 


depressed business conditions the banks have built up a backlog of government — 
and municipal securities which bear a lower relative rate of interest than — 


commercial loans and loans on call or trade paper which bear a higher rate of 


interest. It further discloses the fact that they are not able to use their funds — 


at the present time to as great advantage from the standpoint of earnings. 


Mr. Howarp: That sheet is a marvellous find; it tells us more than that; 
it shows us one of the reasons why we are in the position we are in. This bank’s 
loans have increased to municipalities and governments by 28 per cent by 
squeezing out other business—the lumber industry, which is always the smallest 


group loan, 30 per cent decrease; your “ general stores, sundry wholesalers and 


retailers,” a decrease of 51.4 per cent;’’ trade paper discounted, sterling and 
foreign bills of exchange, 52.4 decrease. In other words, this Bank called in the 


money from legitimate business right and left; decreased loans everywhere, and ae 


increased its loans to governments and municipalities. 
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_.. The Actine CuarrMaAN: Does it mean that? Or does it reflect the decreased 


____volume of business being carried on in the country? 
—  ——sS Mr. Stanuey: Not only that. You have this to face. Someone ‘said that 


: he 


- municipalities were not getting the loans. The contrary is the fact. Taxes 


a have not been paid and the banks have been carrying municipalities and tax 


collecting bodies all over the country so that the various merchants and other 
- persons who should pay taxes all over the country have not been paying their 


taxes, and the banks have been carrying municipalities. On the other hand, 


Mr. Chairman, as pointed out, merchants, wholesalers, retailers, industries, 


yee manufacturers and all the rest of them are not requiring the same loans because 
they have not the same business to carry on. Banking business is not, as I 


understand it, for loaning on permanent capital investment but for carrying on 
the legitimate immediate transactions of business. Industry is not doing it 
- these days. It is not a matter so much that we have need of capital or loans 
as the fact that the business is not there to require the loans. 
The Actinc CHAIRMAN: I think, to get a true picture, we would have to 
- call the banking people and get them to interpret this statement to us; other- 
wise, I think we will only give it our own personal interpretation as it appeals 
to us from our own personal experience. It is only the picture of one bank, 
although I imagine it is more or less a reflex of all the banks. 


Mr. Ganone: This is only the loans; not the bonds they own? 


The Acting CHAIRMAN: Total gross loans $413,000,000. I imagine that is 

eross loans of the Bank of Commerce for this period 1929. This is only loans; it 

does not apply to investments. Mr. Ganong is referring to investments by the 
bank. 

Dr. Coats: The Bank of Commerce is one of the three large banks. 

_ Mr. Baker: There is one viewpoint of this picture which is rather favour- 
able to the banks, and that is that they apparently have loaned their money to 
the municipalities and governments which require money to keep afloat, and 
the demands by different classes of business for money was much less on account 
of business being at a low point; so they have to loan money where the money 
is required. The weak point is not the fault of the banks, it 1s the fault, I would 
think, that the taxes of governments and municipalities are too great. 

The Acting Cuarrman: Mr. Howard, if you will look at page 30 of the 
printed report of this committee you will find under the heading “ appendix D,” 
“bank loans,” and the figure is as follows, $1,059,269,650. 

Mr. Howarp: Taking the 1932 column on this sheet it gives you two billion 
dollars, if you multiply 291 million by 10. 

; Dr. Coats: , The exact figures, for 1932, for total loans by banks, the 
average for the 12 months, both inside and outside of Canada, was $1,582,667,313. 

Mr. Howarp: That is pretty close. 

Mr. SPEAKMAN: This is one-fifth of the total loans, not one-tenth? 

Dr. Coats: Yes, one-fifth. 

Mr. Spencer: Loans are away down to-day from what they were four 
years ago. 

Dr. Coats: Oh, ves. An index of that is in this bank statement. It is 
down 29 per cent in the period covered. I might say, gentlemen, that there is 
a very useful chapter in the Canada Year Book on “Currency and Banking 
‘in Canada” which is devised to bring all the main statistics of our banks 
together, from year to year, with sufficient historical background and explana- 
tory matter as to bank mechanism as to make it readable and intelligible to 
students of banking the world over. It explains terms that are peculiar to the 

~ Canadian system, so that the student of banking in general finds it a useful 
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compendium of information. In view of the fact that next year the Bank Act. 


will be under revision and that materials of this kind will be somewhat in 
demand, we have had a reprint made of the current issue of that chapter of the 


Year Book on currency and banking, and if it would be of interest to the Comr 


mittee I should be very glad to send a copy of this to each member. It is really 
a useful and comprehensive survey within a reasonable compass of the entire 
banking ‘situation. Bim 

The CHAIRMAN: Table Il. «(Appendix “ K.”’) 

Dr. Coats: Table II is an analysis based on the reports of trust and loan 
companies for Ontario in as far as it is shown in their reports of the securities 
on which their mortgages are made and the purposes in a broad way to which 
those loans are devoted. !t will be noted that mortgages on real estate are the 
big items. gas, 


Mr. Stanitey: When you say that it is an Ontario report, you mean that 


it concerns Ontario companies who are doing business anywhere in Canada? 
Dr. Coats: Doing business all over Canada. As a matter of fact, #t 1s 
more representative than it might seem from the title because it includes all the 


big loan and trust companies that are doing business in Canada; and Table II | 


is the same sort of ‘thing exactly and is based on the report of the insurance 
companies. 

Mr. SPEAKMAN: It says, “Ontario report”. Although it is a report of 
the Ontario Government, it includes all business all over aes 

Dr. Coats: Quite so. 

The Actine CHAIRMAN: It is not confined to Ontario companies alone; 
it represents companies that report to the Ontario Government? 


Dr. Coats: “Yes. 


The ActING CHAIRMAN: It would include all the big companies. They are 3 


all doing business in Ontario. 

Mr. SPEAKMAN: The figures that are reported are not confined to Ontario, 
but rather to business that is done by those companies? 

Dr. Coats: It is quite a representative statement, because the companies 
incorporated under Ontario law include all the big companies operating in 
Canada. 

Mr. SPEAKMAN: Quite. This is the total business. It is not only tbe 
business done in Ontario. gs 

The ActiInc CHAIRMAN: Would not that include a company like the Mont- 
real Trust Company which operates in Ontario, although it is not incorporated 
in Ontario? 

Dr. Coats: Yes. 

The AcTiInG CHAIRMAN: It is not confined to Ontario incorporated com- 
panies? 

Dr. Coats: No. : 

The Acting CuHatrMAN: Table No. III, “assets of life insurance com- 
panies ” 


Mr. Spencer: What does “ total assets, guaranteed funds’ mean in Table 


II? 

Mr. Marsuauu: The trust companies get their money in two ways: in 
the first place, the shareholders put a certain amount of money in and that 
money is called company funds; but, in addition to that, they raise money 
by selling what they call ouaranteed investments certificates which pay a 


certain amount of interest. These are the guaranteed funds. Of course, they — 


raise money by taking deposits as well. 
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oes “The Bain CHARMAN: Does it ietade trust company funds delivered 


ae them for the purpose of administration? 


oR 


Mr. MarsHauu: No. It does not. 

The Acting CHAIRMAN: Of course, that is a large portion of their business. 

Mr. MarsHA.u: Yes. 

Mr. Baker: It is noticeable in Table III that while the Canadian com- 
panies have moneys invested in real estate the British companies and foreign 
companies have practically nothing in real estate. 

The ActiING CHAIRMAN: That is very natural. 

Mr. Baker: They are not helping us as much as the Canadian companies 
are. ; 
The AcTING CHAIRMAN: With regard to No. 1, Table No. III, “real estate 
held under agreements of sale”, that would not include their own. premises? 

Mr. Marsuauu: No. It is an arrangement that is made in the West. 

The ActTING CHAIRMAN: Where they deal in agreements of sale. 

Mr. MARSHALL: Yes, sir. 

The ActinGc CHAIRMAN: Therefore, it is security, 

Mr. MARSHALL: Yes, sir. 

Mr. Spencer: What would “loans on collateral” be? 

The Acting CHAIRMAN: Stocks and bonds, for instance. Those are really 
call loans, are they not? 

Mr. MarsHatu: No. They are for rather a longer time than a bank 
would loan. 

The ActinG CHAIRMAN: All these companies are in the call loan market 
at times? 

Mr. MarsHauu: They may be. I am not sure. 

Mr. Perrir: That would be loans on their own policies. 

The ACTING 2 ss No. Those are under a separate heading, “ policy 
loans”, No. 4. 

Mr. Baker: The British and foreign companies do not help us as much 
on loans on collateral as do the Canadian companies. 

The ActTiING CHAIRMAN: Some of the foreign companies do not loan on 
collateral at all. 

Mr. Baker: It is quite noticeable that. these British and foreign companies 
are not as useful to the country as our own Canadian companies are, or as 
helpful. It is a matter of management, but it is well to note it. 

Mr. SpEAKMAN: The total assets and business are very much smaller. 

The AcTING CHAIRMAN: There is one suggested feature of this table, under 
item 4—there has been a substantial increase on loans on policies. 

Mr. Spencer: In every single instance. 

Mr. Moranp: Would it be possible, for the sake of the record, to get a 
copy of the various mortgage adjustment laws passed in the provinces in the 
last three years? 

The AcTING CHAIRMAN: I think that would be quite simple to get. 

Dr. Coats: Yes. 

Mr. Howarp: We might have it for the last year, as the law now stands. 

The Acring CHarRMAN: Whatever the law is at present. 

Mr. Howarp: Yes. If we see how Quebec stands and how Ontario and 

Saskatchewan stand, we have the picture right before us. 
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The AcTING Gren Mou had Better specify to the igh of the com- — 
mittee just what you want. 


Mr. Moranp: What I had in mind was that every province, except the 
Maritime Provinces, have passed moratorium acts or debt adjustment,acts of 
some kind, and if we had them in this evidence it would give us an idea of what 
is being done in each province and what the general relation is to the generat 
problem. Sie 


Mr. Boruweuu: I think, in connection with that, you will and you will 
have a lot of printing to do. In the province of Saskatchewan they passed a 


debt adjustment act this year and it took about a puge and a 2, in the news- — 


papers. 
The ActING CHAIRMAN: Was it a consolidation? 


Mr. BorHwetu: A new act consolidating certain provisions of the oe act. : 
and putting into effect entirely new provisions. It seems to me that what we : 
want here is more or less a synopsis of the provisions of these various acts as — 
they apply to the matter we have under examination here. 


The Acting CuatrMan: Perhaps Dr. Coats and his assistant would under- — 
take to supply a short synopsis. 


Mr. Howarp: Just a summary of each act. 


Mr. Stanuby: Some two months ago, I believe, representatives of the loan 
companies met representatives of the three western provinces, and they had a 
fairly satisfactory conference, and some publicity was given to some parts of it. 
It seems to me it would be a good idea to include a summary of the recult of 
this conference in the evidence we have here, and print it for our own informa- — 
tion. 


The AcTING Onna I believe Mr. Marshall is in a position to give you : 
information to-day. 


Mr. MarsHauu: I am afraid I cannot give the information in a detailed — 
way at the present moment; but I think perhaps we should say that we have 
already sent out a questionnaire to the debt adjustment boards of the three — 
prairie provinces, and yesterday we got a reply back from Manitoba. We have 
not had much time to analyze it yet, and while it does not give nearly all the 
information for which we asked in our questionnaire, it does give’a good deal, — 
so that this matter is under way, and we might add to that an analysis of the 
acts. 

The Acting CHAIRMAN: Shall we proceed with the .second part of this. 
fourth question? 


Dr. Coats: I might explain, that from page 4 on of this memorandum, 
which has been handed to you, there are some notes as to the length of time for 


which loans are made. You might remember, in speaking to this same ane <S 


at an earlier stage, it was pointed out that short term loans meant loans from — 
three to six months; middle term loans, loans twelve to twenty-four months; and 
long term loans, which were found in different fields of business, ran up to five 
years. A mortgage is usually a five-year loan; but no complete classification 
of loans, according to the length of time, is in existence anywhere. The great 
bulk of banking accommodation is placed in the first class in regard to short term 
loans. From page 4 on, of this memorandum, there are given first some notes 
supplementing that general statement as to mortgages, the procedure in regard 
to length of time of the farm loan boards of the Dominion and of Manitoba, 
Saskatchewan, and Ontario; and then, that has been supplemented, on the 
subject of banking loans, with some quotations which I think the Committee 


would find of interest from Stewart Patterson’s “ Canadian Banking,” which is 


an authoritative and very interesting manual on the whole subject of banking. — 
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10 ecciy: i LBD: these quotations: but we selected them as being 
t by a very. ne i authority on this specific point. 


r ies you mention Spear plan; are they sinictly limited to that, because I 
E thought they had other plans? 

Mr. -Marsuauu: Their act stated 23 and 32 years. There may be other 
pie terms; I cannot say for certain. 


es . The Actine Cuarrman: Is it limited by the Act? 
ee “Mr. Marsuatu: It mentions 23 and 32 years in the Act. 


Mr. Baker: Mr. Chairman, the contents of those documents we are now 
looking over will be written into the minutes of this meeting, I presume? 
The Acting CHAIRMAN: They will be pies as appendices, the clerk tells 
me. 
Mr. Baker: It is our desire to show that the Bureau of Statistics has fur- 
nished this information. 
Mr, SPENCER: Referring to the last clause on page 4, I find the following: — 
Under certain conditions of farming, more especially in the west, 


credit for a farmer is more or less a necessity, and loans to responsible 
farmers are a desirable and legitimate business for a bank. 


es There is practically nothing moving in that direction Just now. 
Mr. Howarp: Times have changed. 


Mr. Spencer: Banks are very sympathetic to the people in this country. 
They were asked if any such loans were made last year and they said prac- 
tically none. 


Mr. Lawson: I think the explanatory statement of Mr. Patterson explains 
it ‘“ ....the farmer will have little trouble in obtaining banking loans.” 


Mr. Spencer: A farmer is a liability at the present time. 


Dr. Coats: Mr. Patterson’s book, although he is dead, is up-to-date. I 
notice the imprint is 1932. He may be relied on as being fairly authoritative, 
although local and temporary conditions exist. 


Mr. Spencer: We are going through rather difficult and unfamiliar times 
just now, and it has upset all those general arrangements. 


Dr. Coats: Quite so. 


The Actinc CuarrMAN: You have been supplied with a further memo- 
randum on the fifth question. (See Appendix ‘“L”’). 


' Mr. Marsuanu: This memorandum was meant to give some informa- 
tion of the returns which are received by shareholders in those various types 
of companies. The reason we had two columns, one for capital paid up and the 
other for reserve fund, and contingency reserve, in table one, was owing to the 
fact it is customary to look upon dividends paid by trust and loan companies 
in banks, as being altogether on the capital paid up. In the case of table one 
where it shows reserve fund and contingency reserve, this rather exaggerates 
the situation, because the contingency reserve is for purposes which meant that 

it should not be altogether attributed to the shareholders as being owned by 

them. But we cannot separate the figures, and so they are combined. If you 

3 look on the right of 1929, you will find 11-34 for loan companies. It is claimed 

one should take into consideration the fact that the reserve fund is owned by 

the shareholder and has been accumulated during the course of quite a num- 

. f years and therefore is really like an addition of capital. The same thing 
applies in table 2, as regards the banks. 
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Mr. Lawson: In table 1 where you say “dividends on paid up capital”. 
for 1929, “11-3 per cent,’ that would be calculated, on the first figure of 
$37,792, 214. 

Mr. MarsHauu: It is sdcclates on the capital paid up, and not on the 
other. : | eh 
Mr. Lawson: It is really the dividend on the sum total of $76, 000,000. 


The Acting CHAIRMAN: It is on the earnings. Of course, you must always 
bear in mind that reserve fund has been built up by the profits, and has not 
been contributed to in any degree by the shareholders, except in a negative 
sense, in that they have not participated in those earnings. Now, in the case - 
of trust and loan companies, the shareholders are treated pretty well. 


Mr. SprakMan: I was going to say Mr. Chairman, no matter how it is 
calculated, the fact apparently remains that during the five years when those 
who ‘borrow on mortgages and in any other way, were unable to pay their 
interest, those loan and trust companies and the banks themselves, have been 
able to make rather remarkable returns by way of interest on the actual money 
they had invested. 


The Acting CuHarirMAN: I am afraid that is not the situation just now. 


Mr. Speakman: But it is up to 1981. It shows a remarkable contrast 
taking into consideration the former memoranda, which shows interest in 
arrears and the amount of mortgages outstanding. Notwithstanding that, these 
people have been able to pay large dividends; and the dividends received by the 
companies and the banks, I think, show a rather striking contrast. Tee 
it is a fine thing that one class of ‘the community are very prosperous. 


The AcTING CHAIRMAN: Unfortunately, the class of people you refer to, 
are the big saving institutions, who are stockholders of those institutions. The 
holdings of bank shares in Canada by individuals is relatively small. If you — 
analyze the shareholdings of the big bank institutions of this country, you will 
find that the largest shareholders are the big institutions who invested the accu- 
mulation of their savings over a great many years. - 


Mr. Sprakman: Well, the banks do very well, anyway. 


Mr. Lawson: I assume Dr. Coats has no available information as. to — 
whether those reserve contingency funds were built up in years when dividends 
were paid on capital, or whether they have been built up by non- payment OL ee 
dividends in certain years. ee 


The Acting CuarrMaAn: Likely the two; one thing: and another. 
Mr. Baxrer: The dividends were pretty high in that period too. | 
The Acting CHatrMAN: If you go back and review the annual rates of — 


those institutions from time to time, you will see they get a little better the : 
farther back you review. . 

Dr. Coats: I think it is wise to een in mind in regard to reserve fae 
this, that first, they have been accumulated, apart from the dividends origin- — 
ally paid, out of earnings on the capital ; but that sum growing, as 1t has been 
for years, 1t 1s now in a sort of quasi capital position, and is in turn earning 
and contributing to the sum total out of which annual dividends are paid. Zs 

Mr. Baker: It is really the thrifty saving of many years. 

Mr. Spencer: Thrifty profits. 

Mr. Baxer: It really represents thrifty savings. 

Mr. Lawson: The only thing I had in mind, Mr. Chairman, is this: the 
book pictures are sometimes very misleading. In order to get a true viewpoint 
as to how well these trust and loan companies have done, I suggest it would be 
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necessary to ee iether: they had paid dividends in those years when those 
reserve and contingency funds were being built up, and for us to analyze any 


such dividends. 


STEERER 


The ACTING CHAIRMAN: Of course. 


Mr. Rosinson: Is it not a fact Dr. Coats, that most of the trust companies 
have reduced their dividends by about two per cent? 


Dr. Coats: I think the general tendency has been to reduce them, yes. 

Mr. Moranp: Wages on money has gone down 2 per cent, and wages on 
everything else has gone down 100 per cent. 

The Acting CHarrMAN: Is two per cent quite true. 

Mr. Lawson: I think that is an exaggeration on both ends. 

Mr. Howarp: What about the middle? 

Mr. Lawson: Wages have gone down as much as 20 per cent. 

Mr. Moranp: Living and property wages have been reduced anywhere from 
90 to 100 per cent. 

ee LAwson: Oh, no, surely not. 

* Coats: The Bank of Montreal has cut its dividend rate from 14 to 8 


per ese 


“The AcTING CHAIRMAN: Whichs is about 40 per cent, a little different from 
the two per cent stated a moment ago. 


Mr. SpPAKMAN: In any case, it is a remarkable showing, considering the 


~ amount of arrears shown on interest payments due on mortgages that institu- 


tions are still able to show a dividend rate of this kind through those years. It 
is a remarkable showing. 

Mr. Lawson: I can plainly see I made a mistake in my investments. 

_ Mr. Howarp: Mr. Speakman, you must face this situation: that this table 
up to 1932 does not show what you are going to get in 1933, or 1934. When the 
losses are taken, which they have to take, there is only one place to take them, 
and that is out of that reserve fund. That is the only place they are going to 
come out of when it drops down, and then you will see quite a change. 

Mr. SPEAKMAN: I am comparing the years 1929, 1930 and 1931, showing 
the arrears of mortgages, interest payments made on mortgages on the one hand, 
and the profits made by the loaning companies during those same years, and 
the dividends paid during those same years, and it is obvious that the contrast 
is very, very striking. 

Mr. Moranp: Is there any question that some of those dividends may have 
been paid out of reserve? 

Mr. Lawson: They may have been. 

Mr. Moranp: There is a reduction in reserve. 

The AcTING CHAIRMAN: The loan companies show a remarkable decline in 
reserve from $38,000,000 in 1929 to $23,000,000 in 1932. 

Mr. BorHwe.u: The trust companies have increased. 

The Acting CHarRMAN: They have slightly increased, about one million. 
Mr. Lawson: My only regret is I do not hold shares in trust companies. 
Mr. GANONG: Some of those companies have fallen by the wayside. 

Mr. Lawson: This is the average. 

The ActinG CHAIRMAN: The old and well established companies, I think, 
we will all agree, have done very well. 

Mr. Baker: Of course, it is a matter of good business to guard against a 
poor showing for 1932. 

€3030—2 
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_ Mr, Speakman: They are fortunate i in being able to do so. 
Mr. Baker: They are wise to do. so, also. 


The Acting CHairMAN: ‘Table II is fairly self- ee I may say for é 


the information of the Committee, the Bank of Nova Scotia has also febiiced its 
dividends. 


Mr. Moranp: May I ask this question: here is a statement which says the Re 
paid up capital of the Bank of Nova Scotia is $10,000,000 and the rest or reserve 


fund is $20,000,000. Does that belong to the chareholiens to take care of the 
double liability, or is the double liability over and above that? : , 

The Acting CHAirMAN: The double liability is over and above that. I 
should like to point out in the case of Bank of Nova Scotia, a great deal of 
stock of new issue was issued at a very high premium, in the same relative pro- 


portion as I recollect it, as the capital bears towards the rest. For instance, | : 


when the Bank of Nova Scotia was putting out new stock to shareholders, they 
were given the right to purchase it at a price fixed, one on the par value of the 
shares, plus a premium approximately equivalent—I would not say definitely— 


to the amount of the reserve; and the result is, a shareholder would pay $300. 


for a $100 share, upon which he would receive a return of $16 on $100, or a little — 


over 5 per cent, 54 per cent of a return on the capital invested. 
Mr, Lawson: Of which $300, $100 would go to capital stock— | 
The Acting CHAIRMAN: —and $200 contributed to reserve. When you hear 


they are paying 16 per cent dividends, it does not by any means mean a return 


of 16 per cent on the investment; rather oe it mean.a very moderate return 
of about 6 per cent or less. 


‘Mr. Moranp: There has been ¢ an increase of only $2, 000, 000 in your capital 
over the original $10,000,000. 


-. The Actinc CHamrman: No, it started out very small. They have just 
issued a booklet, which I should be very glad to get, showing the whole history 


of the bank. They had one defalcation which actually wiped out the whole of 


the capital, in the early years of the bank. 
Mr. SPENCER: Can you give us the value of the shares to-day? 


The Acting CHarRMAN: Any stock exchange list will give you that. Te 


has been up over $400, but has been reduced in value over one- half. 
Mr. Cupmore: It is around $240. ; 
Mr. Howarp: As a matter of fact, the Canadian Bank of Commerce’s last 


issue of stock was put out at $200, and to- day it is around $123. I was’ one — 


of the people who took it. 
Mr. Lawson: You should pay for your privileges. 


The AcTING CHAIRMAN: While you got a dividend of $12 per share, you. a 


actually got a return of much less than that. 
Mr. Lawson: You should pay for those privileges. 
Mr. Howarp: Yes, I am paying and you are too. 


The AcTING ee. I should not hke the Committee to get sls ‘don - 
that bank shareholders, the people who have bought in recent years, ever got 
anything like a return of 16 per cent from the Bank of Nova Scotia. The people. 


who bought 50 years ago, or their estates, may be getting it. < 
Mr. Howarp: I do not think that is a point we should criticize. I think 
the idea is the spread between earnings and the money they are lending, not 


~ 


what they pay out to the shareholders, because I think that is : fairly established. — S 


Mr. Baker: That is a false idea that prevails... 


The Acting CuatrMaAn: I think they are mighty lucky if they fot 16 per oe 


cent, but they have all the time the bug-bear of the double liability. 
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Mr. Boren: It is not always paid. 

~The Acting CHAIRMAN: I have had some experience in collecting it, and as 
a Sale banks make a determined effort. 

Mr. Spencer: As I understand it in the Home Bank case, they did not get 
more than 50 per cent. 

Mr. Howarp: Just a moment ago you stated that in regard to the Bank 
of Nova Scotia, the capital was $10,000,000, and I understood you to say the 
‘reserve fund was $20,000,000, and hoses that you have double liability? 

The Actinc CuatRMAN: This $10,000,000 as at 31st December, 1929, repre- 
sents $10,000,000 paid-up capital on the equivalent number of shares, and in 
addition to that the bank had a reserve fund of 200 per cent, which in ease of a 
failure of a bank would have to be drawn on. In addition to that, the double 
liability is still hanging over the heads of the shareholders. 

Mr. Lawson: The bank could not fail until the $20,000,000 is eaten up. 

Mr. Moranp: There is nothing to prevent them from taking their reserve 
as extra dividend? 

The Actinc CHAIRMAN: Nothing at all; it belongs to the shareholders legally 
but it would not be a very sound policy. 

Mr. Lawson: Is not there something in our statute requiring them to have 
a certain reserve? 
| Mr. Cupmorre: They cannot pay more than a certain rate of dividend until 
* this reserve is at least 30 per cent of the capital. 

The Acting CHAIRMAN: There is a limitation, I know. 

Mr. Speakman: As I understand table I, where it gives us Bank of Nova 
Seotia, paid-up capital of $10,000,000 and a reserve fund of $20,000,000, the 
dividend rate of 16 per cent applies only to the $10,000,000. 

The ActinG CHAIRMAN: Right, $16 on a $100 share. 

Mr. SPEAKMAN: The other has been built up out of former diivdends. 

The Actinc CHAIRMAN: Undistributed profits.’ 

Mr. Lawson: Not always. 

The Acting CHarrman: Built up probably from the premiums paid by 
shareholders, not out of earnings. I think the Bank of Nova Scotia would be 
able to supply some interesting information as to how much the shareholders 
have contributed in actual cash in regard to reserve fund. 

Mr. Lawson: I think you will find that most bank reserves are built up 
from premiums from stock, and not much from undistributed income. Certainly 
that has been the practice in most cases. 

The Acting CHainMAN: The Bank of Nova Scotia has been in business for 
a little over 100 years. 

Mr. Lawson: I mean banks generally. I think that information may be 
available. AN you would have to do is to write to Mr. McLeod, and he will 


give it to you, showing how much of this reserve has been contributed m cash 
by the shareholders themselves: over a period of years. 


The ActiInc CHarrMAN: ‘ Yes, and it would astonish you. 
Mr. Morannp: That would be interesting. 


The Actinc CHatrMAN: They have the exact information showing just 
how much the shareholders have contributed to that reserve fund by way of 
premiums. 

Mr. Lawson: In regard to table III, I find the following: “ Currency and 


Seriing debentures.” That is a new term to me; would someone tell me what. 
it is? 
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Mr. MarsHatu: These data were obtained from one of the large mortgage 
companies. By currency they mean dollars, American or Canadian dollars, and 
sterling, of course, is sterling. The table is meant to illustrate the actual 
interest they had to pay on the money which they borrowed on the debentures 
and debenture stock, in order to have the companies loan out that money. 


They had a column on their mortgage rates up and down in relation to what they 


have to pay for money. So the last day, we had in the previous memorandum, 
a table, table IV, which gave us some average figures, but they seenied to 


obscure the trend to a certain extent and so we got the actual xp aise 


one bank, the actual rates, not averages, and this is the result. 
The Actinc CHAIRMAN: One Joan company? 
Mr. MarsHauu: Yes, one loan company. 


Mr. Lawson: But debentures issued over sterling come under the classi- 


fication of currency? 
Mr. Marsuat:. Yes. 


Mr. Spencer: What do you mean by the letters ‘N.M.” in the third | 


column? 

Mr. Marsuauu: The rates there, 54. Take 1919, 54 to 54. The 54 rate pre- 
vailed in the first half of the year and the 54 the second half; that is, a private 
loan made in the first half. Then, if you took out a loan in the last half of the 
year, they have got it at 5 per cent—it is new money. 


The Actinc CHAIRMAN: Well, this shows the approximate rates paid are » 


about equivalent to the rates in the Old C ountry. 


Mr. Lawson: They sell debentures. 
Mr. Moranp: To the public? 
Mr. MarsHauu: Yes. 
Mr. Moranp: Not on anything they deposit with the government? 
Mr. MarsHaut: No. 
The Actinc CH AIRMAN: Borrowed capital that is what it g and by way 
of debentures. 
Mr. Howarp: They issue their own debentures. 
The Actinc Cuamman: Under the act they are entitled 4 do it, or at 


least most of them. 
Mr. Baxer: This company paid a good high rate. 


Mr. Howarp: Most of them do to the public. | 

Mr. Moranp: Mr. Chairman, I do not see a quorum. Shall we adiolen 
to meet at the call of the Chair? 

Mr. Howarp: Before you adjourn, I should like to mention this. Sup- 


posing we should get through here next w eek, which I hope is possible, what _ 


are we going to do in regard. to a report? Are we going to ae a TeDOKE before 
the closing of parliament? 

The Actinc Cuarrman: TI think I should refer you to Mr. Matthews. i 
am only locum tenens to-day. oeek 

Mr. Howarp: Supposing we should get finished in the House next Thurs- 
day, which I think possibly we will, I should not like to see the work of the 
committee up to date dropped. I do not know what we are going to do in 
regard to a report, but I hope something will be done. 

The Actinc CHAIRMAN: I think you had better discus that with Mr. 
Matthews, or at the next meeting. 


The committee adjourned at 12.30 p.m. to meet again at the call of the 


Chair. 


Mr. Moranp: Where do vou get this money to pay this interest un? Where 
_ does this money come from on which they paid 5 per cent in 1917, the currency? — 
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THE SECRETARY OF STATE OF CANADA 


Se 3  Orrawa, April 13, 1933. 


Dear Mr. MatrHews: With further reference to your letter of the 8th of 
March, I am sending you herewith a copy of a letter which I have received from 
the Attorney-General of New Brunswick, in answer to the questions prepared by 
a sub-committee of the Committee on Banking and Commerce, concerning debts 
and interest rates within Canada. 

Yours very truly, 
| ‘ C. H. CAHAN, 
R. C. Matruews, Esq., M.P., Secretary of State. 
House of Commons, 
Ottawa, Ont. 


Copy. 
THE GOVERNMENT OF THE PROVINCE OF NEW BRUNSWICK 
OFFICE OF THE ATTORNEY GENERAL 
FREDERICTON, N.B., April 10, 1933. 


Honourable C. H. Canan, 

Secretary of State, 

Ottawa. 

Dear Si1r,—The Provincial Secretary-Treasurer, Honourable Mr. Leger, has 
referred to me your letter to him of March 10 in which you submit certain 
questions relative to the power of the Dominion Parliament with respect to 
interest rates and other matters connected therewith. In my opinion, the 
answers to the various questions submitted are as follows: — 

1. Has the Dominion Parliament the power to fix a maximum rate 
of interest which may’ be charged to loans, etcetera, made by corpora- 
tions created by Dominion statute or letters patent where (a) such 
corporations were previously incorporated; (6) such corporations are to 
be incorporated? Answers: (a) Yes; (b) Yes. 

2. Has the Dominion Parliament any power to prescribe the maxi- 
mum rate of interest chargeable on loans generally made by (a) persons; 
(6) corporations created by statute or letters patent other than federal? 
Answers: (a) Yes; (b) Yes. 

3. Has the Dominion Parliament the power (a) to fix; (6) to alter 
rates of interest in respect of bills of exchange and promissory notes? 
Answers: (a) Yes; (b) Yes. 

, 4. (a) Has the Dominion Parliament power to enforce reduction of 
principal of debt in respect of loans made: (i) by corporations incor- 
porated under jurisdiction of the Dominion Parliament; (ii) by corpora- 
tions created by other jurisdictions; (iii) by individuals? Answers: 
(i) No; (11) No; (111) No. (b) If necessary for the determination of 
the above questions, is any differentiation to be made between loans: 
(i) secured upon real property; (ji) secured upon personal property; 
(i111) without security? Answers: (i) No; (ii) No; (ii) No. 
Yours faithfully, 
C. D. RICHARDS, 
Attorney General. 
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THE SECRETARY | OF Srate or CANADA 
Orrawa, April 10, 1933. 


Dear Mr. Matruews,—With further reference to your letter of the 8th of 
March, I am sending you herewith a copy of a letter which has been transmitted — 
to me by the Provincial Secretary of Manitoba, in answer to the questions pre- 

pared by a sub-committee of the Committee on Banking ane oe con- 
cerning debts and interest rates within Canada. 
Yours very truly, 
? C. TE CAHAN, | 
R. C. Matthews, Esq., M.P., - Secretary of State. 
House of Commons, 
Ottawa, Ontario. 


ATTORNEY GENERAL, | 
Winnipeg, April 3, 1933. — 
102 | 
Honourable D. L. McLeop, 
Provincial Secretary, 
Building. 
Dear Sir: 


Re list of questions relative to rate of interest, etc. Pose 
On the 14th ultimo you wrote me enclosing letter dated 10th ‘elianae to 
yourself from Honourable C. H. Cahan, K.C., Secretary of State of Canada, 


Ottawa, Canada, and also enclosing the ‘enclosure which accompanied the said 
letter from Honourable Mr. Cahan. s 


The said enclosure was a copy of a resolution which was considered by the ae 


Select Standing Committee of the House of Commons on Banking and Commerce. 

- The said letter from Honourable Mr. Cahan stated that said Committee in 
considering the said resolution appointed a sub-committee to prepare a list of 
questions which they are desirous of submitting to the Attorney-General of 
Manitoba for an opinion thereon. 

The said list of questions then follows in the said letter from Honourable 
Mr. ‘Cahan. ; 

The closing paragraph in the sad letter from Honourable Mr. Cahan i 1s as : 
follows: | 

It would be appreciated if the opinion of the Attorney Geneaa ae 

- your Province in respect of these questions could be obtained as soon as 
conveniently possible, in order to ascertain whether the legal authorities — 
of the several Provinces entertain the same opinions in reference thereto. 

I will repeat the questions in the order in which they are set out in the said 
letter from Honourable Mr. Cahan and will give my answers op relative 
to the respective questions immediately after each question. 

Question 1. Has the Dominion Parliament the power to fix a maximum rate 
of interest which may be charged on loans, et cetera, made by corporations 
created by Dominion statute or letters patent where (a) such corporations were 
previously incorporated; (6b) such corporations are to be incorporated ? Answers 
to question 1: (a) Yes; (b) Yes. 

Question 2. Has the Dominion Parliament any power to prescribe he max1- 
mum rate of interest chargeable on loans generally made by (a) persons; (b) 
corporations created by statute or letters patent other than federal? Answers 
to question 2: (a) Yes; (6) Yes. Question 3. Has the Dominion Parliament the 
power (a) to fix; (b) to alter rates of interest in respect of bills of exchange and 
promissory notes? Answers to question 3: (a) Yes; (b) Yes. = 
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In answering as above the said three questions as to “ interest” I desire to 
say that there are very few decided cases directly in point to guide one in answer- 
ing said questions. The above ‘answers relative to “interest” are my best 


: opinion guided as I have been by what has already been decided by the courts 
in regard to the relative jurisdictions of the Parliament of Canada and the legis- 


latures of the provinces under the terms of The British North America Act, 1867. 
Question 4. (a) Has the Dominion Parliament power to enforce reduction 
of principal of debt in respect of loans made: 7. By corporations incorporated 
under jurisdiction of the Dominion Parliament; 2. By corporations created by 
other jurisdictions; 72. By individuals? (b) If necessary for the determination 
of the above questions, is any differentiation to be made between loans: 7. Secured 
upon real property; w. Secured upon personal property; 22. Without security? 
Answer to question 4: In my opinion it is difficult to give an answer to this 
question 4 which is any degree satisfactory until one has before him the particular 
legislation which is to be enacted. 

Under section 91 of-The British North America Act, 1867 the Parliament 
of Canada is given legislative authority to make laws for the peace, order and 
good government of Canada in relation to all matters not coming within the 
class of subjects assigned exclusively to the legislatures of the provinces and 
for greater certainty etc. is given exclusive legislature authority relative to (for 
example) 
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(21) bankruptcy and insolvency. 


Under section 92 of The British North America Act, 1867, the legislature 
of each province is given exclusive legislative authority relative to (for example): 


(13) property and civil rights in the province. 


As I understand it the courts have refrained from giving a definition of 
such expressions as ‘“ laws for the peace, order and good government of Canada,” 
“banking, incorporation of banks and the issue of paper money,” “ bills of 
exchange and promissory notes,” ‘“ bankruptcy and insolvency” and “ property 
and civil rights in the province” as used in The British North America Act, 1867, 
aforesaid. | 


The decided cases hold, ; 


No doubt there may be cases arising out of some extraordinary peril 

to the national life of Canada, as a whole, such as the cases arising out 

of a war, where legislation is required of an order that passes beyond 

the heads of exclusive Provincial competency. Such cases may be dealt 

with under the words at the commencement of s. 91, conferring general 

powers in relation to peace, order and good government, simply because 
such eases are not otherwise provided for. 

A province cannot validly legislate in derogation of a civil right 
existing and enforceable outside the province.? 

The Dominion Parliament has, under the initial words of s. 91, a 
general power to make laws for Canada. But these laws are not to 
relate to the classes of subjects assigned to the Provinces by s. 92, unless 
their enactment falls under heads specifically assigned to the Dominion 


1Yoronto Electric Commissioners v. Snider, (1925) A.C. 396, at p. 412. 
2See Royal Bank of Canada v. The King (1893) A.C, 283. 
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Parliament by the enumeration in s. 91. When there is a question as to 
- which legislative authority has the power to pass an Act, the first ques- 
tion must therefore be whether the subject falls within s. 92. Even if 
it does, the further question must be answered, whether it falls also under 
an enumerated head in s. 91. If so, the Dominion has the paramount 
power of legislating in relation to it. If the subject falls within neither 
of the sets of enumerated heads, then the Dominion may have power to 
legislate under the general words at the beginning of s. 91.3, 

That there can be a domain in which provincial and Dominion legis- 
lation may overlap, in which case neither legislation will be ultra vires, 
if the field is clear; and, secondly, that if the field is not clear, and in 
such a domain the two legislations meet, then the Dominion legislation 
must prevail. 


Hence if the legislation in question which is to be enacted “to enforce : 


reduction of principal of debt in respect of loans made, etc,” is legislation arising 
out of which might. be termed a national emergency in my opinion it can be 
validly enacted by and only by the Parliament of Canada. 

Hence again if the legislation in question which is to be enacted “ to enforce 
reduction of principal of debt in respect of loans made, etc.,” can be classed as 
(say) banking, incorporation of banks and the issue of paper money legislation, 
or bills of exchange and promissory notes legislation or bankruptcy and insol- 


vency legislation, in my opinion it can be validly enacted by and only by the 


Parliament of Canada. 


If any legislation “to enforce reduction of principal of deht in respect of 


) 


loans made, etc.,”’ were enacted by the legislature of a province and is found 


in conflict with legislation enacted by the Parliament of Canada relative to 
(say) a national emergency, or banking, incorporation of banks and the issue 


of paper money, or bills of exchange and promissory notes, or bankruptcy and 
insolvency, then in my opinion, the legislation enacted by ‘the legislature of a 
province is invalid. 


One can understand a situation (for example) in which a debtor resides — 
in one province of Canada and a creditor outside said province. In such a case 


it appears that the legislature of the province in which the debtor resides can- 
not validly legislate in derogation of a civil right existing and enforceable out- 
side the province. 


The above is my answer to the whole of question 4. . 


I take it that you will communicate in the usual way with Honour adle Mr. 


Cahan. 


Yours ae 


(Sgd.) W. J. MAJOR, 
Attorney-General. 


8 Toronto Electric Commissioners vy. Snider (1925) A.C. 396, at p. 406. 
4Grand Trunk Railway Co. of Canada v. A.G. ot Sanada (1907) A.C. 68. 
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, UM—DOMINION BUREAU OF STATISTICS FOR THE 
_ COMMITTEE ON BANKING AND COMMERCE 


ag See “Oishions raised at last meeting— 
r Mr. Wiiuis: What has been done by the mortgage companies in the way 
of ue writing off””?—Answer: The Dominion Mortgage and Investment Asso- 
ciation is looking into this matter and some information will be available later. 
| Dr. Moranp: Is it possible to show by years and by provinces the amount 
of arrears on mortgages; showing whether the arrears are for one, two, three, 
four or such term of years as it possibly can be shown?—Answer: Some informa- 
tion is available on this point and,js shown in accompanying tables. More is 
_ being obtained through the Dominion Mortgage and Investment Association. 
Taste I—Mortgages held by Insurance Companies showing interest in 
arrears one year or more and mortgages written off. 


Tasty I]—Loan and Trust Companies—Interest Due and Unpaid. 


TABLE I.—INV ESTMENTS OF INSURANCE COMPANIES 
-ALL MORTGAGES IN DOMINION OF CANADA 
(In millions of dollars) 


Total with interest Total written off | 


in arrears One year 


“i Total outstanding (end of year) or more Principal only 
Amount Per cent Amount Per cent 
$ $ $ 
a Sohn YS BERIT oie A os EN 143-9 8-7 6-0 0-19 0-13 
YES cee Be oi tea ie eee a S. 163-6 11-8 7-2 0-47 0-29 
Pees eee: oe aman ant on Men [ar peoN. eo. 189-0 15-3 8-1 1-43 0-76 
UM rig eh div cinch in be wees 203-4 15-1 7-4 2-03 1-00 
REROES 535 AUS Sy Smet ee hic Ahad eee 234-6 15-0 6-4 1-28 0-55 
Eis ya aS a ee 265-4 11-6 4.4 Lec 0-59 - 
bt 1927-. Dee 5p Ge aI, Ieee Res ap ie pe 306-7 10-2 3-3 1-79 0-58 
a: LAU ESS in ie a A ah me a Peed aa a oN BHD 9-0 2-6 1-43 0-41 
Ae eer Sy ee le Ee Pe ag ena bi O92 F 7-9 2-0 0-98 0-25 
Te CS a ae ers PSE Gaal ae ae edo aS 13-7 3-3 1-37 0-33 
DUES Sea ee a ae 437-3 30-7 7:0 2-65 0-61 
; Farm MortGAGES IN DoMINION OF CANADA 
ic} ee eee TSS hee Betas atthe Se 67-8 6:8 10-0 0-06 0-09 
RE er eae = ag Se ae Fa A Aare 75°5 10-0 13-2 0-4 0-53 
eS Ro “ce (ec Rca iar Oe ge i 80-0 13-3 16:6 0-9 1-1 
4. 79-8 13-5 16-9 1:4 1-8 
76-9 13-5 17-6 1-1 1-4 
Tock 9-9 13-5 1-3 1-8 
73°9 8-5 11-5 1-6 2-2 
— 1928 77°3 7-9 10-2 1-2 1:6 
I es ie isi nied so pF sce 80-6 6:7 8-3 0-8 0-99 
pare 04030"... . « “ieee Ret RE 78-5 12-9 16-4 0-9 1-15 
SER EO ai se ee oe a 77-2 29-4 38-1 2-2 2-85 
URBAN MortTGAGEs IN DoMINION oF CANADA 
oe ee Se a ae ae 2-0 2-6 0-12 0-16 
fo ST eee eR oe ae 1:8 2-0 0-11 0-12 
LF ih heat RE MBE ot CY SPT a ace AN 2-0 1:8 0-54 0-50 
5 LA RRR ese Bt ms Bein ey 1-4 0-66 0-53 
1-6 1-0 0-22 0-14 
TEER Pete Oa ae Sree 1:7 0:88 0-26 0-14 
ot ACT gen 7S Re Se Ea a go 1-6 0-69 0-23 0-10 
Rr Se ey Fula ab 1-1 0-40 0-26 0-19 
SS Se ER re A Gta 1-2 0-38 0-19 0-16 
I ME yo eh nea Coss ve abo! ave 0-8 0-23 0-43 0-13 
a ean ere 1:3 0-36 0-42 0-12 
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- TABLE I—INVESTMENTS OF INSURANCE COMPANIES —Concluded 
(In millions of dollars) 
Farm MorTGAGES IN PRovINCE oF SASKATCHEWAN 


Total with interest Total written off 
in aerears ONG Veay se ree 
Total outstanding (end of year) or more -.. Principal only 
Amount Per cent Amount Per cent 
$ $ $ - ae 
Wee oe a ee ens Oh ea age Ge 36:7 3:3 9-0 0-04 0-1 
LO erie Hae ee ee Mtr et ee ae 41-6 4-6 11-1 0-15 0-4 
es PCr ere ee eee 43-4 4-7 10-8 0-30 0-7 
PO Mae ie cae es phe Ngo ts ak whe 43-9 4-6 10:5 0-40 0-9 
TE Secs BNR NS idee Secs, Oe ESSA Tack aca A ae mS 42-6 5-1 11-9 0-19 0-5. 
DA a a os ee ek oe 40-1 3:6 9-0 0-20 0-5 
Pee ie a os KR es 40-5 3°3 8-1 0-36 0-9 
1 WARE NOS SS Sg 1 aap tee ORME Re Me RN Sa 42-1 3-0 7-1 0-59 1-4 
i RSIS ae 9 Eis ay ian LS vee Een et Sa UTS oe . 44-3 2-9 6:5 0-29 0-7. 
143210 Kea at es eS a eee a ape 44-0 7-9 18:0 0-24 0:5 
BP Reale OR Me NN ne Wo oe OER Se ES 43-4 20-0 46-1 0-68 © 1-5 
Farm MortGacss IN Province or MANITOBA 
Le U)ig | BESS hea OCS NA A eS hat hu te at a RCS gr noone 11-6 1-1 9-5 0-02 0-17 
PiU pas Se NE Rael Gat ce noe ee eee aS ae alt FPG 12-7 2-2, 17-3 0-02 0-16 
1 Eps BOR AE ERE SS aS SPE Aa oP OA See Ga PAD ab Be 14-0 3-1 22:1 0:08 0-57 
Ne ee As Se SS NA RC ea OT Ne ara 14-1 3°6 25:5 0-23 1-6 
Oe eee ee 13-9 3°5 25-2 0-12 0-86 
HO 2 Ores i St ESE Nl Po a ae ge 13-9 2-9 20-9 0-16 1-15 
POO ae 14-1 2-5 1E-% 0-24 se 
Ey oe re at ee aa Ry Cae ey aca 14:4 2-7 18-7 0-25 1-7 
ODOC i ge aia enone Vel earomye tga ea 14-1 2-4 17-0 0-37 2-6 
OG es nt Ne ee pen eancehe wr he eos hae 11-3 2-7 23-9 0-56- 5-0 | 
PO BMRE ey ee ris, ee et, Cn Senay ue ee 10-8 4-6 42-6 0-60 5565" 
Farm MortGaGeEs IN PROVINCE oF ALBERTA 
ROTH Creer PECK oe SE ann apolar a Ra Sus eas 17-6 2°3 | Tost 0-003 - 0-017 
Oe ee eV nee Nara Lua ee aie Silos fam 19-0 31 16:3 0-19 ~- 1-00 
SU ra nce Oe NaI US Uae Sage Ur La 9 SRA Oa 20-3 5-2 25-6 0-42 ~ 2-07 
Ase eau NS Cs hee eaten than aa Ok ay aE 19-5 5:2 26-7 0-71 3-64 
1 Oe CaN occ Narn Mi ag mene ROUND ime Re SS 18-1 4-8 26-5 0-73 4-03 
PM ee Saks Ee a Sead ee eS May i nee 16-8 3°4 20-2 0-94 5-60 
BOD eee ek ace oe GN aie ges ~ 17-0 2-6 15-3 0-95 es | Bee 
BIS eGo Wo he eer eke See eR Ne. Gna te ee 18-5 2:1 LESS 0-32 1-73. 
| ROD Rests Saas lace MDa dE ae ee aie UN Aenean HE Ay 20-1 1-1 5-5 Bees bos We: 0-60 
«CURT ai Sasa Ret Mista alien estat eegriteenaaene ty ees HCG 21-6 2-1 9-7 0-13 0-60 
LG hd bles stich oal ReMiatia ee Aas ach aes Bly ak Ae Ne Au Segue 21-5 4-8 22-3 


TABLE II—MORTGAGE LOANS AND AGREEMENTS FOR SALE ON REAL ESTATE 
WITH INTEREST DUE AND UNPAID DECEMBER 3i1sr,, 1930, ann 1931 


OntaRIo REPORT 


Total Interest 
es Outstanding due and — 
unpaid | 
Loan Cor porations— . 3 eerie d a! 
Nee ETOV INGOs G55 fi. lee ans Sas a See ee 1931 59, 585,343 3,240, 722 \ 
1930 59,172,807 | - 076, 925 
Pestherte  POwneas i fo ke ce Sere Wen ee eee oe 1931 117, 490, 036 1,024, 662. te 
1930 | 117,517,964 | 887,966 


Trust Companies— ee 
NEUSE TOUR GC SS ye ho hei ath Be eae a RAS 1931 32,918,284 | 2, 379, 988 


1930 | 32,678,260 | 1,695,486 | 


PGROLWAP POM MOPS oor oes oc me Os pk 8 ies ERE Da 1931 |- 62,714,426 : 370,362 
1930 59, 213,273 239,823 | 


2 ~ ae 


0-94 | - "4-87 . _ 
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Sos ye Leneth of time for which loans made, and the purposes, in a 
general way, for which money was borrowed. Also conditions, such as renewals, 
compounding of interest, and, in a general way, type and relative value of 
security required. 

The following tables throw some light on this:— 

“TasBLH I. Composition of the Loan in Canada of the Canadian Bank of! 
Commerce in the autumn of 1929 and at February, 1932. | 


TasBLE II. Assets of Trust and Loan Companies Illustrating Character of 
Loans. | 

TasiLE III. Assets of Life Insurance Companies Illustrating Classes of 
Loans. 


2s | Statement of length of loans. 


ra 


- The Monthly Commercial Letter 


ow Se 


PWN 


|) oboe 


The Canadian Bank of Commerce, 
Toronto, May, 1932—Page 4. 


.£ TABLE I—COMPOSITION OF THE LOANS IN CANADA OF THE CANADIAN BANK OF 
COMMERCE IN THE AUTUMN OF 1929 AND AT FEBRUARY, 1932 
} iy November, February, Percentage 
axe 1929 1932 of Increase 
a or Decrease: 
7 § $ 
au Cogerkients aud mn UnIeipelibies, .' 45 o sar ea os ae ks 43, 000, 000 55,000, 000 28-0 inc 
| 2. Public utilities, insurance companies, trust companies, 
; automobile finance POMPARICHS CLG Aiea es ie OS 24,000, 000 22, 000, 000 8-3 dec 
Wires Patmets and TABCHOTS. es. a a a ie es 32, 000, 000 26, 000, 000 1S Faro 
Betta Tuy INCA TS OC es eae ee 78, 000, 000 37, 000, 000 52:62:28 
5. Manufacturers—Agricultural implements, iron and steel, 
mining, automobiles, textiles, wearing apparel, etc.. 41,000,000 30, 000, 000 DGS) 
6. General stores and sundry wholesalers and retailers. . 29, 000, 000 17,000, 000 51-4“ 
7. Lumbering industry, including pulp and paper........... 13, 000, 000 9,000, 000 30-8 “ 
Bewumerseters, Dullders, ete, sk. os ee ee A 14, 000, 000 10,000, 000 2836 % 
_ 9, Call loans, loans on securities to security houses, under- 
; a eh Arey Newry eee eg 55,000, 000 33,000, 000 40-0 “ 
10. Sundry dealers and traders, and individual customers 
: of the Bank throughout the DOMINION oy hae ene 63, 000, 000 42,000, 000 Ses ee 
11. Trade-paper discounted, sterling and foreign pills of ex- 
Periamre MUrehnset: \ ols es 2s ais le ee 21,000, 000 10,000, 000 Bova oe 
~ 413, 000, 000 291,000, 000 29-6 dec. 


Ea sail Ii.—ASSETS OF TRUST AND LOAN COMPANIES ILLUSTRATING 
CHARACTER OF LOANS 


The Ontario report of assets includes the following items— 


Loan CORPORATIONS 


Trust CoMPANIES 
(Company Funds) 


(Guaranteed Funds) 


. Mortgages and egreements on real estate including interest 
Loans on stocks and bonds, including interest.........--...00.00 204 esse. 
» Total assets, guaranteed funds...........-. ce. cee eee eee ene 


werrOml @eiate TOM) LOT SUG. o.oo hrc Hits. wee Now lew ess Peete oat eae wen a 
. Mortgages and agreements on real estate including interest 
. Loans on stocks and bonds Mcladring interests... 6s Se soe oe ae 
NES CREE Pin nan gee Oe lh a cs aon eae wale gins beim 


Mparer eeeee CO IMCL TOD Ba1G 23 ee tk Cn oe aa oR ee Pea Dee 
. Mortgages and agreements on real estate including interest 
. Loans on stocks and bonds including interest.................0.00 20.0000 ee 
eee Reale COIINAIN TUNIS, 85, 5ypss ook k e eee a Ee oe omy Sopa aed 


2,174,229 
21,348, 032 
5,911,474 
60, 849, 247 


72,423, 223 
47,748, 984 
147,472,025 


1931 


$ 
2,177,626 
182, 976, 673 
1,723,720 
233 , 627,090 


2,891, 686 
20,464, 598 
3, 631, 372 
59, 694, 465 


77,390, 504 
25, 708, 353 
136, 696, 080 
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TABLE IIl.—ASSETS OF LIFE INSURANCE, COMPANTES ILLUSIRATING CLASSES OF 


wo 


es} 


Bs Sas : ' Dec. 31st, Dec. 31st, 


> 1930 1931 
CANADIAN COMPANIES $ . $2 
1. Real estate held under agreements of sale.......... 0.0... e cee eee eee 14, 199, 004 11,698,617 ) % 
> nboansson realestate... 2.6 oor a ie ee ee ee 338,187,113 |} 345,431,316 © 
BS Tans ON COUSLELAL: on Soa oes ek Le be Ce ose Be Oo Fe ee 820,814 295,013 
MES GUTO IONS fice oes Ci oe CS Tee en eR Cee ee ay ee 229, 108, 632 267, 576, 694 
5. PSP AE ASSO ES lke as hn ae NEE RS ee TR Sete na 1,511, 426, 759 | 1,610, 130, 921 
British CoMPANIES | 
Eevkeal-estate held under agreements. of sale. i. ise So. A a ee 58, 704 78,931 
UREN POT L CSA LO. eae es pag NSS ou Sis oe oa OE Re 12,501, 381 12, 283, 851 
PEN ae CPHL ES UTICA Lek GTN oo ie a GA ns oes So EN RS en ah, ge eee 2 (ALS 12,331 
Ae POMC Y AOANS 226.5 ar es Ss Nigh Sacra pa tue al oes REAM Dremel eae ERS ao 4,136,916 4,698,575 
Dir ta AeOUS ee ek ke A ee San ES ed Nag, tue ora ee wee 56; 447, 549 58. 440, 038 
. ForEIGN CoMPANIES 
1. Real estate held under agreements of sale.......0..0 0.0 cee eee 11 -lteie  ee 
PPE GANG OIDERAl CStAbC: ihe es a eet ataie 2a Coos a arene 30, 488, 337 31,191,807 
B PIVOUME ON COUMtOTAL (55. ic oe eae a te ie Coie, wid oa 4 Re DOR fae era ee 
OGIO EATS ie ice A goes eee aa BA Ry va oe Ra a 43,325, 671 50, 847,586 
5 sDotab assets... 0S. ee. be he Pe ER Se gta ae 407, 447, 549 \ 437, 611, 528 


LENGTH OF TIME FOR WHICH LOANS MADE 


MORTGAGES 


Five-year term most common, although some companies have issued longer 


term mortgages in the past and probably do so still. For example, the Canada 
Permanent Mortgage Corporation has offered mortgages on the amortization 
plan limited to 20 years. 

The Canadian Farm Loan Board issues mortgages on a 23-year and 32-year 
plan. 

The Manitoba Farm Loan Board issued mortgages on a 30-year amortiza- 
tion basis. Borrower can pay off any time after five years. 

‘The Saskatchewan Loan Board has a 30-year amortization plan. 

The Ontario Agricultural Development Board works on a 20-year ptan, 


BANKS 


As is well known, bank loans are for short periods. Where a firm has estab- 
lished a line of credit with a bank, it 1s expected that loan will be cleaned up at 
least once a year. 


Stewart Patterson Canadian Banking, page 199, states: — 
Current loans can be broadly divided into advances to customers 


and bills and notes maturing. The latter are the more desirable because 


they are principally composed of trade bills, with a currency of from 


sixty to ninety days, and as a rule can be relied upon to be retired at 


maturity. A good portfolio of bills is an important factor in maintaining 


a liquid position, and the normal way of replenishing a bank’s cash reserve 


is through funds received as loans are repaid. Canadian banks as a rule 
refuse to take longer term paper than that of three or four months’ cur- 
rency; in fact the average currency of a good bill file should not exceed 
six weeks, which would mean a steady flow of money coming in every 
day, even if only 50 per cent of the items maturing were paid in full. 
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Regarding joans to farmers, Mr. Patterson states (page 206 Canadian 
Banking) :—_ gee 
Under certain conditions of farming, more especially in the West, 
 eredit for a farmer is more or less a necessity, and loans to responsible 
farmers are a desirable and legitimate business for a bank. | 
Bank credit may be legitimately advanced to farmers as to other 
_ producers to finance their operation while production is in process. In 
regions where farming is well diversified, and income is received regu- 
larly throughout the year, the farmer should have little need for bank 
credit. On the other hand, where the greater part of the farmer’s Income 
is obtained from the sale of crops in the fall, he may require credit to 
carry his operations from seeding to harvests. Loans may also be made 
) for some specific purpose—such as the purchase of live stock for fattening 
—in other words for the creation of a liquid asset. In the West, how- 
ever, where erain growing only prevails, a farmer has practically only 
one crop a year, and it is necessary for him to have credit while he is 
preparing for the crop, as he has to wait until the fall before receiving 
any return for his year’s work. Seed must be bought, labour paid for, 
and while the crop 1s erowing he must live. Few farmers can cultivate 
their farms without some eredit either from a bank or store, and if no 
eredit were extended, they eould neither purchase nor produce anything. 

Credit to a farmer, no matter what his moral or financial standing, 
is relative and should not exceed a year’s supplies at any time. The loan 
should be cleaned up regularly after harvest unless arrangements were 

- made by way of advances under section 88 of the Bank Act. . - - 

As a rule, the farmer should not require to borrow from the bank 
until seed-time to pay for seed, labour, and the like. If his crop is suc- 
cessful, he should be clear of his indebtedness before the end of the year. 

A clause in section 88 of the Bank Act permits a bank to lend money 
to a farmer “on the security of his threshed grain grown upon the farm.” 
The addition of this clause was due to the fact that the erain grown by 
a farmer in the West was expected to clean up his indebtedness at har- 

vest time or shortly afterward. This condition worked a hardship on 

the farmer, who sometimes had to throw his crop on the market regard- 
less of prices, instead of having an opportunity to await normal condi- 
tions. The volume of sales in the fall was supposed, moreover, to depress 

prices and adds to the confusion and congestion on the railways. The 
farmer is now in a position to offer the security of a staple article, and 
ean borrow enough on his crop to pay off his indebtedness. 


INSURANCE COMPANIES 
LOANS ON POLICIES 


The length of time during which loans on insurance policies run varies 
ereatly. Some may run until the policy is terminated by the death of the 
insured, others are settled by the surrender of the policy and some are paid off 
in shorter or longer periods. | 


a 
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TABLE I—~PRUST AND LOAN COMPANIES 


LIABILITIES TO SHAREROLDERS AND DivVipENbs Parp 


— ee 


Loan Companies: 


Pee ee Aastha 


TABLE II—BANK LIABILITIES TO SHAREHOLDERS A 
DECEMBER 31, 19229 TO DECEMBER 


a ee ees a tt 


Year ending 


— 


Bank of Montreal... 0 = 
Bank of Nova Scotia...........:.... 
Bank:of Toronto...) 2 Be as 
Banque Provinciale du Canada...__. 
Canadian Bank of Commerce... 
Royal Bank of Canada..........___. ees se 
Peminign Bank 72 a 
Banque Canadienne Nationale sara Pee 
Imperial Bank of Canada... eae er ete 
Weyburn Security Bank,............|. « 


Barclay’s Bank (Cana ye 5 23s a 


1929... 
1930. . 
1931... 
1929. . 
1930... 
1931.. 
1929 -. 
1930. . 


1929... 
1930. . 


1929. . 
1930... 


; Reserve | Dividends 
Capital fund and ——_—_——. 
paid up | contingency Total /On paid up 

resesve _ @apital~ 
$ $ $ me 
37, 792,214 38, 526, 291 76,318, 505 11-34 
36, 746, 925 23, 655, 133 60, 402, 058 11-64 
35,781,158 | 23,815,019 59,596, 177 11-63 
24,897,093 | 18,897,011 43,794,104 | — 9-63. 
26,339,156 19, 983, 459 46,272,615 | 9-80 
26,761, 596 19,592,335 46, 353, 931 10-32 
| : a 
A ee 
ND RATE OF DIVIDEND -PAID, 
ol, 1931 
: Rest _ Capital ; 
Capital | or Reserve plus Dividend 
(Paid up) Fund Reserve Rate - 
$ $ $ q 
36, 000, 000 38, 000, 000 74, 000, 000. 12+ 2 
36,000,000 | 38,000,000 74,000,000 | 12 + 2 
36, 000, 000 38, 000, 000 74,000, 000 12 
10,000,000 | 20, 000, 000 30,000,000 | 16 . 
12,000,000 | 24,000,000 |- 36,000,000 | 16 
12,000, 000 24, 000, 000 36,000,000 |} 16 — 
6, 000, 000 9,000, 000 15, 000, 000 1241 
6, 000, 000 9,000, 000 15,000, 000 12+ ] 
6, 000, 000 9,000, 000 15, 000, 000 Pee 
4,000, 000 1,500, 000 5,900,000 | 9 
4,000,000 1,500,000 5,500,000 | 9 
4,000, 000 1, 500, 000 5,500,000 | 9 
29,881,570 29,881,570 59, 763, 140 122+ 1 
30,000, 000 30,000, 000 60,000, 000 122+1 
30, 000, 000 30, 000, 000 60, 900, 000 12 
35, 000, 000 35, 000, 000 70,000, 000 12 + 2 
35, 000, 000 35,000,000 70,000, 000 12 + 2 
39,000, 000 35, 000, 000 70,090, G80 $3 
6, 996, 030 8, 996, 030. 15, 992, 060 122+ 1 
7,000,000} 9,000,000 16,000,000 | 12 + 4 
7,000,000 | 9,000,000 16,000,000! 12 
6,999,190 | 7,000,000 | 13, 999,190 | 10 
7,000,000 | 7,000,000 14,000,000 | 10 
7,000,000 | 7,000,000 14,000,000 | 10 
7,000, 000 8,000, 000 15, 000, 000 12+ 1 
7,000, 000 8,000, 000 15, 000, 000 12+ 1 
7,000, 000 8,000, 000 15,000,000 | 12 


524, 560 
524, 560 


x 
500, 000 
590, 000 
500, 000 


xAbsorbed by Imperial Bank of Canada May 1, 1931. 


250, 000 
225, 000 


me 
500, 000 
500, 000 
500, 000 


a ee - = . 


774, 560 
749, 560 


1,000, 000 


oF PSRs td sed 0 Se Se ve 


SL's (Atay t Yt Ame te ag Mee 
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TABLE 11I-MEMORANDUM SHOWING RATES OF INTEREST PAID FROM 1917 TO 1932 
N CURRENCY AND STERLING DEBENTURES 


(FRom ONE Large LOAN CoMPANY ) 


Year Currency Sterling 
We ee SE ee. 5% 54% 
MEE Berar ree i RN Sy eae ee Ge 5d 5a 
RM arr esha kas kW gre ae ETI Pk sores 54 54-51 and 5 for N.M. 
(|e SESS SN eile eA ye CAN rc agp Nt 5i 16% 
emer re NGS rl ear ON hs et a emt Se yah org dt 6 
PI Ry loa are en ah Getic Go eh 5a 45% 
ASSIS pai cs 6p ctl dl gr Sa ca ae ae Se 54 5% 
EM ie er ge ene er) wage See rte ci NS noms eS 53 5% and 43 for N.M. 
a tte a in i, RULE ate ee alte es Se eS a 45% A 
ee ey ares Go 5% 5S, 
(ea ERLE ASS Se h2, cee A Sate a TIRDN e rgi Mee a Ae ames ite 5% b% 
ee eect ee naar yt Se er al eh RL ee EE gf 43 85% 
Re rege ree i ee ee eg Pc eee i abet ae pe ee 35% 5% 
er re ego ew ace Bek Chee BG 5% 
2. TTR oS Ses Sata tare OC SSy aig Siegen tere eae Nel oe 35%, 5-43 
Ty pen ae Maarten cies hp Se Se eu aaa ee ee 54 5%-44 and 44 for N.N. 


N.B. Currency: Cost for Commission in 1932 amounted to -043%. Percentage for interest, commis- 
sion and charges in 1932 to average debentures—5 -02%. 

Sterling: Cost for commission, agents’ charges, bank charges in 1982 amounted to -332%. Per- 
centages for interest, commission and charges in 1932 to average debentures—5-28%. 
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4 Mees, Arthurs, Chaplin, Euler, Ratard, Geary, ek Ue 
: _fssskatgon), Matthews, Morand, Perley (Qu’Appelle), me yi 


eee presented and toad a draft report. 
a draft oe was discussed and, on motion of ae oy, 
: esolved, That ihe a draft fener be adopted as the Bn of the Com- oe 
for submission to the House. eae 


: The Committee ee dene to meet at the call of the Chair. 
JOHN EM DUNG | 
Clerk of the Committee. 


‘incial ae of the Pore ae answers  ohestiots sae ss he a a 
: a als of the Committee re debts and interest rates within Cee eee 


=. MINUTES OF EVIDENCE 


"+ THE SECRETARY OF STATE OF CANADA 
Ottawa, May 8, 1933. 


Dear Mr. MatrHews,—With further reference to your letter of the 8th of 
March, I am sending you herewith a copy of a memorandum which has been 

fi transmitted to me by the Assistant Provincial Secretary of the Province of 

Quebec, in answer to the questions prepared by a sub-committee of the Com- 
mittee on Banking and Commerce, concerning debts and interest rates within 
Canada. 


Yours very truly, 


C. H. CAHAN, 
Secretary of State. 
id 3a C. Matruews, Esq., M.P., 
House of Commons, 
Ottawa, Ontario. 


DEPARTMENT OF THE ATTORNEY GENERAL 
QUEBEC, May 5, 1933. 


Pat oairyos on the questions submitted by a sub- committee of the Select 
Standing Committee of the House of Commons on Banking and Com- 
merce, as to the powers of the Dominion Parliament respecting “Inter- 
est,’ said memorandum approved by the Attorney General of Quebec. 


3 1. Has the Dominion Parliament the power to fix a maximum rate of inter- 
est which may be charged on loans, et cetera, made by corporations created by 
‘Dominion statute or letters patent where 
-(a) such corporations were previously incorporated: 
(b) such corporations are to be incorporated? 


ANSwER: 1. (a) Yes. 
(b). Yes. 


Because of the exclusive power conferred upon the Government of Canada 
_by No. 19 (Interest) of section 91 of the British North America Act, 1867. 


2. Has the Dominion Parliament any power to prescribe the maximum rate 
of interest chargeable on loans generally made by 
; ; (a) persons; 
ee (b) corporations created by statute or letters patent other than federal? 


ANSWER: 2. (a) Yes. 
(b) Yes. 


For the same reason. 


my 


} oh, by ors one. incorporated under Tees of the D 
lament; 3 te 


: oie i. by corporations created by other jurisdictions; 
a iii. Wer individuals? | 


Be 


| Answa: 4. (a) 1. No. 
Ore LR, cals a Takes CCR cc: 
Se BOR. © ili, No. Peg ae 


i 


Ba ‘Because exclusive power is given to the provinces by No. 13 e 
me and Civil Rights in the Province.” _ ut ae 
All corporations within a province are ¢ subject to ae civil 1 obt 
| at however and wherever they may have been incorporated; and all i 1d) 
are subject to the same civil laws in the province whatever may have 
mY . pein : : 


i (6) ake necessary for the determination of the above cuestio 
differentation to be made between loans 


ee i i, secured upon real property; 
ii. secured upon: personal property ; a UE As 2: 
i. without security? ra Scheer ac ste ey a Sa 
ANSWER: No differentiation 1 is to be made. | 
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REPORTS OF THE COMMITTEE 


SIXTH REPORT 


The Select Standing Committee on Banking and Commerce beg leave to 
‘ present the following as a Sixth Report:— 


On Monday, 6th February, 1933, the following Order of Reference issued 
from the House, viz:— 

Ordered,—That the following Proposed Resolution be referred to the Select 
Standing Committee on Banking and Commerce:— 

Whereas the question of public and private indebtedness has become one 
of our greatest and most perplexing problems, enhanced during the past years 
by the extremely low price level of all primary commodities, through which this 


- indebtedness must be in large part met and the effect of which has been to 


double and treble the actual burden of these liabilities; and, 


Whereas this fact has been recognized in respect of certain international 


obligations, and has become a practical issue in respect of the public obligations 


of many countries; and, 


Whereas no such recognition has as yet been given to the heavy private 
indebtedness within this country, although these,together with the high interest 
rates which prevail, constitute just as heavy and impossible a burden to the 
individual, as do national and international obligations’ to the countries con- 
cerned; and 


Whereas this situation is one of the greatest factors in the present economic 


_ depression, and is one of the greatest barriers to the financial recovery of agri- 


culture and industry, and as such, deserves and commands the immediate 


attention of this parliament; 


Therefore be it Resolved,—That, in the opinion of this House, the Govern- 
ment should give serious and immediate attention to the question of debts and 
interest rates within this country, and the possibility of their reduction, either 


- by way of direct action, or by the submission of the entire problem to the Select 


Standing Committee on Banking and Commerce, in order that the subject may 
be fully enquired into, and if possible, some solution found. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House.: 


In view of the general terms in which the resolution is expressed, the sponsor 
was asked to prepare a momorandum indicating more specifically the ground he 


would suggest the Committee endeavour to cover. This was done, and the 


memorandum may be found on Page 3A of the printed evidence. 


The Committee accepted the task set before it, but to obtain the informa- 
tion outlined to the Committee by the proposer of the resolution, was an under- 
taking that in part was incapable of fulfilment. For example, a comprehensive 
answer to the question asking for a general classification of the wealth level of 
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all lenders of money would require a complete census of ae shale of eee : 


individuals as well as of corporations. Such a census, in the view of. the Com- na 
mittee, could not accurately be taken. | . : ah 


While the Dominion Statistician was able to cAppks from ae RS “i 
a large amount of relevant statistics, additional data are needed which can only — 
be obtained by special enquiries for which a period of time covering some weeks — 
or even months will be necessary. In view of these facts, this report must — 
necessarily be limited in scope and is not intended to be a compete review of i 
the subjects contained in the reference. UR Stan 


Nevertheless, studies of the material gathered to date beveat bende ; 
upon which certain conclusions may be based. oe are developed in ee | 
paragraphs which follow:— nn : 


I. Pusuic Dest—DomINnion OF CANADA  } 


(a) Debt Outstanding. 


The total of unmatured funded debt of the Dominion on March 31, 1933, . 
was $2,715,910,607. From this amount should be deducted sinking funds of 
$66,001,724, leaving the net funded debt at $2,649,908,883. : i 


(b) Interest Rate. ene a 


Interest payable on this total was $127,239,499, or an average rate of 4. +68 
per cent. On specific bond issues the rate varies from 24 per cent on the. loan 
of $4,888,186 made in London in 1897, due in 1947, to 54 per cent payee on e 
Victory Loans maturing in 1933, 1934 ‘and 1937, 


Evidence presented to the Committee indicates a downward tide in ae 
interest rates in recent years. The yield on typical Dominion Government bonds % 
used by the Bureau of Statistics in their index of long term interest rates, which 
was as high as 54 per cent in 1922, was down to a rate of 44 per cent in 1933. 
This cheapening of the cost of money is reflected in the current interest rates, 
which have been paid on various classes of debts. The average rate of interest 
paid on Dominion Government funded debt was 5:20 per cent in 1922, and in 

1932 was 4-97 per cent. The current rate, due to the effect of conversion loans, 
is 4:68 per cent. ° BOne re 


Since the Committee began its sittings, the rate of. iiereae on cavieae ‘ 
deposits in ‘banks has been reduced from 3 per cent to 24 per cent, m loan and 
trust companies from 4 per cent to 35 per cent, in the Post Office from 3 per 
cent to 24 per cent, and in the rae nee of Ontario Savings Office from 3 Pe 
cent to 24 per cent. 


(c) Sinking Funds. 4 " oo 


Sinking funds are applicable only to sterling bonds issued in Toate ae AL 
par value of $254,000,000. The amount presently held in the sinking fund 
represents about one- quarter of the outstanding principal of the issues to which ie 
_ the sinking fund applies. With respect to other issues, retirements have been — 

made from yearly surpluses from time to time, but no definite program of ae 
retirement has been laid down in the past. Pacer kh. 


Recommendations re Public Debt. 


1. The Committee highly recommends the conversion of oulaeandien oblige e 
tions from a higher to a lower rate of interest when the state of the money, 


. ENS 
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| icon ire tae ‘The conversion load af 1931 is an example of the benefits 
of this practice, as shown by the following table: — 


‘ss ‘ i: 3 ; CONVERSION LOAN, 1931 
AG : ee on ¢3 A 
ae Amount Interest Rate pay aia heat ange 
Converted Old . New sion Issue Interest 
$ per cent | per cent $ 
: wae Sc - 38, 625,700 a 42 1956 193,128 
Vee | cami SMOG TEE SH CHINE SAPs 37,523, 200 5h 43 1957 375, 232 
ot Paectory Loan 1018-8303. vevuver cn 276,688,100; 5 4h 1958 2,766, 881 
ey Tan BIG gaan Oe 285,772, 300 ra 4h 1959 2 857,723 
MATAR err crane Wine eke | Pee (0 BAO SUA VET ON eNN! RM aes gabe Oe 6, 192, 964 


The annual saving of interest is shown to be $6,192,964. 


In pointing out that bonds maturing within a short time should be con- 
verted to lower rates of interest as soon as it can be done, the Committee calls 
attention to the possibilities as shown in the following figures:— 
ee Se ae There are outstanding Victory Loans maturing in 1933 and bearing 
aes 54 per cent interest, $169,971 ,850. 
Victory Loans maturing in 1934,and bearing 53 per cent interest, 
$226,138,350. 


The conversion of these 54 per cent securities presently falling due affords an 
opportunity of further reducing the burden of fixed charges. If they were con- 
verted to a 44 per cent coupon the saving per annum in interest would be 
$3,961,102. If the rate of interest were 4 per cent, the saving would be 
$5,941 653. 

| The Committee expresses the hope that a coupon rate not exceeding 4 per 
cent may be used. Any discount on the sale of the bonds could be absorbed 
y amortization. 


2. A general amortization or debt retirement plan should be put into effect 
3 soon as finances permit, and the annual payment to effect this end should 
‘budgeted for each year. The adoption of this plan would ensure an orderly 
rement of the existing debt within a definite period. 

The Committee particularly draw attention to the fact that after the heavy 
\ adings that will be necessary up to and including 1937, there follows a period 
bventy years in which the maturities in any one year are not so large as to 
involve major borrowing operations. 


3. Future long term ‘bond issues should either 

(a) have sinking fund provisions; or 

(6) have their maturity dates arranged, in so far as practicable, to con- 
form with the suggested plan of annual debt retirement. 


In good times, when revenues are buoyant and no bonds maturing, the 
pressure for increased capital expenditure throughout the country is almost 
irresistible. When maturities are coming due, the Minister of Finance must 

a provide for them. Hence the desirability of regularity of maturities. 


“ , 4, Long term issues should, when possible, have callable provisions so that 
~ in times of low interest rates advantage may be taken to re-finance. 

If and when these recommendations are adopted, the whole debt structure 
_ of the Dominion of Canada will be on a retirement basis that will tend to safe- 
\, guard. and indeed improve the credit of the country. 


wn 
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We are of opinion that an emphasis on the integrity of our national obliga- 
tions will reaffirm to our own people and to the world that in trustworthiness and 
quality we stand for the honour of our bargains, whether.sonvenient or not. — 

The following table summarizes the situation as regards public debt in thes 
Dominion, its provinces and municipalities, and the funded debt of copes 
tions :— 7 
PUBLIC DEBT OF CANADA, ITS PROVINCES AND MUNICIPALITIES, FUNDED DEBT 

OF CORPORATIONS, TOGETHER WITH INTEREST PAYMENTS, — 
(Latest Available Figures) 


Sade 7 Amount | Interest | Average 


Rate — 
$ $ per cent 
Net Debt of Canada March 31st, 1933, (preliminary) (1).. 2,599, 089, 000 121, 637,365 4-68 
Bonds guaranteed by the Dominion of ‘Canada as to principal ; 
‘and interest, and interest only March 31st, 1933, (2).. 996, 148, 354 45,356,904) — 4-55 
Gross Direct Liabilities of Provinces, fiscal years ending in 
Bi oe eae ie Pee Sk “QEORICO ENR TVA HG) i. fs CR ee, 1,363, 382, 464 62,715, 593 4-6 
Indirect Liabilities of Provinces, fiscal years ending in 1932 
: (ts 2 NORA Us a Si AN ERMAN bs Chie HUB a oO URAL hom he motes hoe 215,977,011 9,071,034 4-2 
» Grand Total Direct Liabilities of all Canadian Municipalities d 
TREE GNSS. DOSE AO ir tere Sk ss vie ug a coe Oibd hoopla nuke ou 1,584, 000, 000 77,616, 000 4-9 
Corporations— 
PRUE ANE Ne rerio oe a se area ces shies GAR REIT Seeman eate deka s 919, 000, 000 40,897,000 4-45 
RPCHEE CORDON ATION ATS 5 aa. Cares ov ad clidoce lye ON doe ae 1,178,000, 000 64, 672, 0C9 »y, B49 


8, 855, 596,829 421,965,896 4-77 

FCs SNL ada ett ee ARAG Leed te UE ea Ns A Aches dele MURINE RARTRABI AERIS NIA RS 
(1) Funded debt was $2,715,910,607 with interest charges of $127,239,499. 

The net debt figure is used in preference to that for gross debt ($2,990,315 ,000) because 

certain items in the gross debt are offset by active assets ($391,226,000) , which are in large: — 


part cash assets and interest bearing assets. Among the active assets are loans to Provinces _ 


which should appear among Provincial debts. If they were included in Dominion Government 
debt also there would be duplication. Net debt figures are used in preference to funded debt 
because the latter would include money raised and put into active assets, such as loans to. 
Provinces. : 

(2) Bonds guaranteed by the Dominion. Of these, interest only is guaranteed on principal 
amounting to $216,000,000. Principal and interest are guaranteed for the remaining $780,148,354. 

(3) The largest item in Provincial public debt is the bonded debt which totals $1,148,451, 597. 
In addition there were treasury bills amounting to $103,707,602, bank loans, savings deposits, etc. 

(4) Indirect liabilities of the Provinces include guarantees of railway, hydro-electric, muni- 
cipal obligations, ete. 

(5) This figure includes the total liabilities of all municipalities in six provinces aad the 
bonded debt of the others (the total liabilities not being available). The amount given is, 
arate the lowest at which the aggregate direct liabilities of Canadian MaRS AE can 

e placed. 

(6) Only the unguaranteed portion of Canadian National ,bonded_ indebtedness is included 
here, the guaranteed debt being included in the second item of the table. 

(7) Other corporations include industrial, financial, merchandising, etc.; in fuck all cae 
public and railways. 


Il. MunictpaL DEBT 


The gross debenture debt of municipalities numbering over 4 a by Bi 
inces, as at December 31, 1931, was as follows:— 


Province Bonded Debt 
Alberta... .! Wee ee MR RM TAIRA SER DN rh GTi Se 
British Columbia. . PRT cal ane DE seca an 129,913,890 
UNESCO oe a 116,864,937 
Cb Ot Meee tone UBER Rane RDU ENSURED? hastily 499,002 074 ii 
US EETURS (Cin) Bie iene Sale ORE aM a Ange CHbinesn ctuly Al 31,386,025 “a 
New Brunswick. . att Sg A Rei SONI $5 in 21,477,521 ; 
Prince Edward Island 1 (a). ASA SN aly. ae 1 865,218 on 
Hebe Van tigi ee SANE OW ANE Jeerestas Wea 362,132,334 
Saskatchewan. Pn a nL Sais ang Lee Jaa Re 47,488,595 : 
Tota ae (ei cell Pia Oe | eae en eh rrr 
(a) 1930. | 
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aah on ah as bonded debt average 4-9 per ae or on 
al shown in the table above, $6315 p20. 


- Ill. Privath Dest 


25 ‘While the figures for public debt can be obtained with approximate com- 
eteness, those for private indebtedness can only partially cover the field. 
Figures for bank loans are a eg of monthly record and were submitted to 
the Committee. 


Concerning mortgages, definite information is obtainable for only a portion 
of the field. In the census of 1931, a question regarding mortgages was included 
in the farm schedule. As a result of this investigation it was ascertained that 
out of a total of 654,297 owned and partly owned farms in the Dominion, 
244,201 were mortgaged to the extent of $677,564,100. It should be pointed out 

that these figures refer only to the debt secured by a mortgage or by an 

equivalent legal instrument on lands and buildings. Details may be found in 
the evidence. These figures apply also only to “owned” farms. It is estimated 
that urban mortgages held by corporate lenders amount to about $765,000,000. 


Bes No attempt has been made to compile information on debts of private 
individuals which may have been contracted in various ways, because of lack 
of available data. 


IV. BANK INTEREST 


Rates of bank interest and discount are not available by provinces but 
average rates for the Dominion as a whole are known. Average interest rates 
on loans, including call loans, show declines from 1930 to 1932. 


MAXIMUM AND MINIMUM AVERAGE INTEREST AND DISCOUNT RATES CHARGED 
BY ALL BANKS ON LOANS OR ADVANCES IN CANADA DURING THE YEARS 1980, 
. 19381 AND 1932. 


Average Interest Average Discount 


Maximum* |] Minimum* | Maximum*] Minimum* 


—— | | | eee 


E per cent per cent per cent per cent 
On a aD eee Sa ee 6-43 6-29 6-99 6-86 
- RIE SS 5 30 De Nr pl A 6-39 6-05 6-80 6:66 
aS REE ST US Gee ap a Eee Le aS 6-18 6-03 6-81 6°67 


N. B .—These average rates include call loan transactions on which for some years past the prevalent 
interest rate had been 6 per cent. 


_ *Each bank reports quarterly its maximum and minimum rates. The averages shown above are the 
averages of four quarterly periods and of all banks. 


V. MortGatse Rates or INTEREST 


Considerable data were secured by the Dominion Bureau of Statistics from 
the Dominion Mortgage and Investments Association, and from some individual 
mortgage companies relating to interest charged on mortgages. Average rates 
were obtained from 57 companies, which show current rates ranging from 6 per 
cent to 8 per cent in all provinces except Quebec, where slightly lower rates 
were reported. One large company furnished records showing that the average 
rate on new rural and urban mortgages for the Dominion declined from 8:35 
per cent in 1921 to 6-84 per cent in 1931. On renewals the rate fell from 8-17 
per cent in 1921 to 6-90 per cent in 1931. 
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3 th boneral, it may be hondinands in mee cases of the fe soled ‘eae 
mortgage rates have declined throughout the Wahiae gn oe in recent years on both 
new mortgages and renewals. | | 


\e ie ‘tis 


Nevertheless, these conclusions rene only be aes as ‘entative, pecans. 
they are based on returns from corporate lenders only. No data are available 
vet from private lenders or from mortgagors themselves. Statistical ee a8 
should be instituted to secure information from these sources. ie round out 


case presented by the mortgage companies. f | | oe 


VI. SUPPLEMENTARY INFORMATION Scene 


On several other subjects which came to the attention of the Commie 
partial information was furnished by the Dominion Bureau of Statistics, but 
it is felt that the data thus far brought together are insufficient upon which to. 
base definite conclusions, and that an all-round enlargement in the Bureau’s 4 
organization of financial ‘statistics should be instituted. In particular, in addi-. 
tion to the supplementary information required on mortgage rates (which has — 
already been mentioned) the Committee recommend that the Dominion Bureau 
of Statistics be authorized to obtain the following:— 


Data on fees and charges to which mortgagors are subjected when taking © 
out new mortgages or renewing old ones. Very meagre information ig available © 
on this subject, but enquiries are already under way in the Bureau of Statistics. i 


Data on the cost of money to loaning bodies are required so as to oet some m 
idea of the spread between actual costs and loaning rates. Only partial informa- 
tion is now available. | | 


Data on arrears of interest payments and on the amount of principal and 
interest written off by mortgage companies. ca 


VII. JURISDICTION OF PARLIAMENT ane: 
ie 


The following questions respecting the jurisdiction of Parliament to legis- hy 
late on the subject of interest and loans were submitted to the Deputy Minister di 
of Justice, the Deputy Minister of Finance and the anes ae of 1. \ f 
various provinces (pp. ix and x):— es eu 


1. Has the Dominion Parliament the power to fix a maximum rate of 
interest which may be charged on loans, et cetera, granted by corporations — 
created by Dominion statute or letters patent where such corporations were . 


(a) previously incorporated; Rae ee 

(6) to be incorporated? ) Boe 

ee 

2. Has the Dominion Parliament any power to prescribe the maximum rate ue 

of interest chargeable on loans generally made by. . 


(a) persons, 


(b) corporations created by statute or letters patent other than 
Dominion? | i ee 


3. Has the Dominion Parliament the power 
(a) to’ fix 
(6) to alter 
rates of interest in respect of bills of exchange and promissory notes? 


bees BANKING AND COMMERCE 907 
a (a eas ihe ‘ominion arlienert | power to enforce reduction of prin- 


i ie of debt. in respect of loans made 


ane i i. by corporations incorporated under jurisdiction of the Dominion 
er Parliament; 


iste is corporations incorporated under other jurisdictions; 
“iii. by individuals? 


: | 6) If necessary for the determination of the above questions, is any differ- 
Se aiatin to be made between loans 


i. secured upon real property; 
ii. secured upon personal property ; 
ili. without security? 


Answer to these questions were made by the Department of Justice and 

the Attorneys General of Nova Scotia, British Columbia, New Brunswick, 

Manitoba and Quebec. These answers appear in the Minutes of Proceedings 
and Evidence as follows:— 


slg Department of Justice, pp. 43 to 48; 

Rae - -A-G. of Nova Scotia, p. 49; 

ia A.-G, of British Columbia, pp. 65-66; 

Ones A.-G. of New Brunswick, p. 187; 
A.-G. of Manitoba, pp. 188 to 190; 
A.-G. of Quebec, pp. 199-200. 


The answers may be summarized as follows:— 
Questions 1 (a) and (b6)—all answers were in the affirmative. 


Questions 2 (a) and (b)—all answers were in the affirmative. The A.-G. 
of British Columbia, however, said that:— 


so far as corporations other than federal are concerned, the Dominion 
perhaps could not interfere with a contract made with a foreign company 
outside-Canada though the party liable for the interest might reside 
within Canada. 


: oo 3 ae and (b)—all answers were in the affirmative. 


ee e¢8 


~ toba, were in the eae the ee of Justice excepting, however, bank 
loans. ‘The A.-G. of Manitoba said that it was difficult to give a satisfactory 
answer but stated that in the case of legislation arising out of what might be 

termed a national emergency, or legislation which could be classed as relating 

to banking, incorporation of banks, the issue of paper money, bills of exchange 

and promissory notes, bankruptcy ‘and insolvency, the answer would be in the 

affirmative. He further stated that in the case of a debtor who resides in one 

province and the creditor outside the said province, the legislature of the prov- 
ince of the debtor could not validly legislate in derogation ‘of a civil right exist- 
ing and enforceable outside the province. 


Questions 4 (b) i, ii, ili—all answers, except in the case of Manitoba, were 
in the negative. The ‘A. ey of Manitoba did not answer this question expressly, 
- but it would appear by implication eal his answer would have been in the 
negative. 


¢ Eablet iden economic conditions oa 
true of Canada, in which within a. ‘comparativel 
have been. assumed for capital investments in plar 
ves facilities connected with the oe of 


ane sO far as public debts are vougerncny, we Bees ae 
- course to be pursued lies in the direction of means that may be taken 
- money, and other measures, including international co- -operation, 
lay the foundation for a rise in the general pray level and § a restoratis 
. ‘confidence and trade. | 


> vas Ra yu 


eee which will tend to relieve the burden of fixed | ane re Ww 1 
course 2 also ee with similar effect 3 in n the field of i pavate debts. 8 


which Canada may aN Enabled to take in Pine sntetnahonal | sere 
- ticipant i in the World Economic and Monetary Conference. : 


_ A printed copy of the evidence taken 4 is tabled with this report, 
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